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PREFACE 


The discussion paper on "Food Security: Some issues of relevance to the 
Developing countries in WTO negotiations" follows from "Food Security 
in India: Some issues of relevance to the Developing Countries in WTO 
negotiations” which was published by CECOEDECON on the eve of 
fifth WTO Ministerial Conference held in Cancun, Mexico in 2003. 


I am pleased to present this discussion paper before you on behalf of 
Food, Trade and Nutrition Coalition of which CEHCOEKDECON is a 
coalition member and campaigns for food and nutrition security. This 
paper is an outcome of detailed research and discussion on Food 
Security especially with a view to highlight the contentious issues 
appertaining AoA under the framework of WTO. The paper also traces 
the genesis of the WTO and the framework for liberalisation of trade in 
agriculture in the Doha Development Agenda (Doha Round of 
Negotiations), which is likely to be concluded in the forthcoming WTO 
Ministerial Conference in Hong Kong in 2005. 


The CSOs have to play an effective role in highlighting the emerging 
issues and by making the citizens aware, lobby the Governments to 
push for reforms so as to benefit people of the developing countries. The 
discussion paper is intended to facilitate meaningful engagement of 
CSOs, policy makers, negotiators and observers. 

I wish to thank Mr. Arun Kumar Singh for putting this discussion paper 
together with great zeal and analysing various facets of Food Security 
and Trade. I would also like to thank Mr. Rajesh Soni for his contribution 
in text editing and graphic layout. 

Help us with your feedback to strengthen CSOs quest for understanding 
the intricacies of the negotiation process related to Agriculture and 
WTO in the context of developing countries as well as underpin CSOs 
efforts to lobby for policy reforms at various levels. 


Wishing you an insightful reading 


(Sharad Joshi) 


Secretary and Chief Executive Officer 
CECOEDECON 


PROLOGUE 


On 1 August 2004, 147 Members of the World Trade Organisation 
(WTO) unanimously agreed on a framework for modalities how to 
liberalise farm trade within the Doha Development Agenda 
(DDA) at the Geneva Ministerial Conference. Developed nations 
claim that they have given massive concessions to the developing 
nations, which are hailing this as a victory. The Ministry of 
Commerce and Trade, India, has also claimed it a significant gain 
whereas there were hushed murmurs in the Ministry of 
Agriculture, India that there is nothing concrete in this newly 
signed framework agreement to cheer. 


Any assessment and evaluation of this new framework 
agreement, without retrospection into the Agreement on 
Agriculture and analysis into modus operandi of major global 
players in agriculture sector, would merely be a superficial 
exercise. From the point of view a holistic treatment of this 
subject is essential, to put the issue in its proper perspective and 
context. 


The text presented here is a humble effort in this direction. Since 
the issue itself is under constant motion, the emerging final shape 
is yet to take place so this attempt can be based only upto the 
present level of development in this sector. 


ay 


The need for a global body to regulate and bring some kind o 
uniformity in trade related issues was acutely felt immediatel 
after the II World War, giving birth to General Agreement o 
Tariffs and Trade (GATT) in 1947. Since then, GATT held 
meetings at several places to sort out difference by persuasion 
and by 1985 it conducted seven rounds of proceedings in this 
manner. However, in the eighth round of GATT negotiations in 
1986 at Punta-del-Este at Uruguay, proposals were unexpectedly 
made in the form of three Annexes: Annex 1A on "Trade Related 
Investment Measures" (TRIMs), Annex 1B on " General 
Agreement on Trade in Services" (GATS) and Annex 1C on "Trade 
Related Intellectual Property Rights" (TRIPs), thus engulfing all 
aspects of economy including banking, insurance, patents, 
agriculture, etc. These proposals were fiercely opposed by the 
developing countries led by India and Brazil and no decision could 
be taken. 


Finally it was left to the then Chairman of GATT to prepare a 
draft for discussion. This draft was completed in 1989, coinciding 
with the dissolution of USSR and emergence of the unipolar 
world. During 1989-1994, a series of endless discussions went on 
between the developed and developing nations involving all kinds 
of politics, bullying, pressurising, and threatening to get this 
draft accepted on April 15, 1994, under the shadow of Super-301 
and Special-301 of the USA Trade Act. In the end GATT was 
dissolved on January 1, 1995, giving birth to a new world body - 
World Trade Organisation (WTO) with 143 member-nations and 
headquarter at Geneva. The legal text of WTO is a list of about 60 
agreements, annexes, decisions and understandings, along with 
detailed mechanisms regarding their operations related to trade. 


The very character of GATT and WTO is diametrically opposed. 
The mother-body GATT was a voluntary forum for persuasion to 
resolve trade related disputes whereas WTO is a legal entity 
empowered with its elaborate set of rules and regulations to 


prosecute and punish. 


As per the provisions of WTO, it is mandatory to hold biennial 
meetings of WTO at Ministerial level. The third Ministerial 
Conference held at Seattle (USA) was a real jolt to developed 
nations as the developing nations strongly resisted the attempts 
of bulldozing their concerns, coupled with the failure of developed 
nations to reach any understating on sharing the loot of 
developing nations. 


2, SUMMARY OF ARTICLESIN- 
_ AGREEMENT ON AGRICULTURE (AOA) 


Section VIII covers WTO dispensation on Trade in Agricultur 
WTO not only provides rules for cross-border agriculture trad 
but also imposes disciplines on governmental support t 
agriculture sector. Market access is a key concern under WT 
But nations also have a right to restrict imports on public, anima 
and plant health/safety grounds. WTO agreement on Sanitar 
and Phyto-Sanitary Measures stipulate conditions under whic 
only trade restrictions can be imposed. 


The Agreement on Agriculture (AoA) in the WTO framework ha 
emerged as its most contentious subject. It is so because mor 
than 65 per cent of the population of developing countries ar 
directly or obliquely dependent on it for their livelihood. Hence 
developing nations cannot ignore the ever-increasing problems 0 
their respective farmers and farm labours being generated by th 
AoA-provisions. The AoA enshrines 21 Articles and it will b 
relevant to give a brief commentary on each article. 


Article 1: Definitions of Terms 


Article 1 defines terms like "Aggregate Measurement of Support’, 
"Basic Agricultural Product", "Budgetary Outlay Support”, 
"Export Subsidies”, "Implementation Period", Total Aggregate 
Measurement of Support’, "Market Access Concessions’, 
“Current Total AMS", etc. Each of there terms forms the building 
block for the complex AoA structure and the connected SPS. 


Article 2: Product Coverage 


This Article defines the product coverage of the Agreement on 
Agriculture. The agreement applies only to the products listed in 
Annex 1 to this agreement. The products included in the Annex 1 
are also referred to as agricultural products. 


Article 3: Incorporation of Concessions and Commitments 


This Article deals with domestic support and export subsidy 
reduction commitments as specified in each Member’s schedule. 
It bars a Member from granting export subsidies not specified in 
Section Il of Part IV of its schedule. The article also brings 
domestic support and export subsidy reduction commitments 
within purview of GATT 1994. 


Article 4: Market Access 


The key elements of the market access commitments for 
agricultural products are the establishment of tariffication, tariff 
reduction, and the binding of all agricultural tariffs. 
Commitments were also undertaken by Members to provide 
minimum market access for agricultural products through 
expansion of tariff rate quotas. 

Tariffication 

In the tariffication process the Quantitative Restrictions (QRs), 
variable levies, import bans or other non-tariff measures are 
replaced by an import duty so that there is no change in the level 
of protection. The tariffs computed are expressed in percentage 
terms ("ad valorem’) or as a fixed sum per unit or amount 
("specific duty’). 


The developing countries facing balance of payments difficulty 
are allowed to maintain quantitative restrictions under the 
GATT Article XVIII provisions. Such countries are, however, 
obligated to fix their tariffs. This led to developing countries 
coming out with ceiling rates higher than the applied tariff. 


Tariff Reductions 


The new tariffs resulting from ‘tariffication’ and the applied tariff 
are being brought down to reasonable levels. The process started 
in 1995. The developed countries are undertook to cut their 
agriculture tariffs by an average of 36 per cent over six years 
while developing countries are committed to slash the same by 
24 per cent in 10 years. The least-developed countries did not 
make commitments to affect any tariff cut under the agreement. 
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The rules also require that tariff on a particular product be cut a 
least 15 per cent by developed countries and 10 per cent b 
developing countries. 


Tariff reduction commitments by WTO members are set out in 
their national schedules of commitments, which are attached to 
the Marrakesh Protocol and governed by the protocol itself. 


Currentand Minimum Access Commitments 


The underlying objective of tariffication was to impart 
transparency to the protection level granted in various countries 
and prepares ground for progressive liberalisation of world 
agriculture trade. But actual ceiling bindings came at very high 
levels. For example, new tariff rates applicable to temperate zone 
products range from 60 per cent to 100 per cent. For some tariff 
lines they stand as high as 300 per cent to 350 per cent. The issue 
has been further complicated with a number of countries 
imposing specific duty instead ofad valorem duty. 


As the objective of liberalising world agriculture trade through 
tariffication and tariff reduction was not fully achieved, the 
provisions of current and minimum access commitments were 
brought in. 


Article 5: Special Safeguards 


The exceptions are the possibility of taking special safeguard 
action, aid provisions which allow special treatment for certain 
products. Under Special Safeguard (SSG) provisions, a WTO 
member can impose additional duty in excess of that committed 
in its national schedule on the imports of an agricultural product, 
which is designated in its schedule with the symbol "SSG" and 
whose volume of imports during any year exceeds a trigger level. 
Add SSG designated products, which were tariffied in pre-WTO 
period. 


Article 6: Aggregate Measure of Support (AMS) 


The amount of total subsidies, subject to reduction commitments, 


given by a government to its agriculture sector is measured in 
terms of Aggregate Measure of Support (AMS). It is calculated on 
a product-by-product basis using the difference between the 
average external reference price for a product and its applied and 
administered price multiplied by the quantity of production. To 
compute AMS, non-product specific domestic subsidies are added 
to the total subsides calculated ona product-by-product basis. 


Although AMS is computed on a product-by-product basis, the 
commitments for reductions apply to the aggregate amount. This 
allows countries flexibility to shift support from one product to 
another, though they are required to keep within over ceiling 
limits. The initial AMS calculations were based on the support 
given in the years 1986-88. Developed countries were required to 
reduce their AMS by 20 per cent river the six years from 1995. For 
the developing countries, the reduction was 13.3 per cent, over 
10 years. Least-developed countries were not required to make 
any reduction. | 


Exclusions in AMS calculations 


Green Box subsidies are excluded from AMS calculation. Apart 
from that, direct payments to farmers are exempt in case certain 
conditions are met. Also where support granted to a particular 
product is less than 5 per cent, expenditure on subsidy is not 
counted. Likewise, a non-product specific subsidy is excluded 
from calculation if it does not exceed 5 per cent of the value of 
production. 


The three types of Amber Box measures exempted from reduction 
are: 


% So-called "de minimis" support; The de minimis levels at 
which support is regarded as having minimal effect are 
defined, for developed countries, as Support not exceeding 
9) per cent of the value of production of individual products of 
the value of total agricultural production. For developing 
countries, the de minimis level is 10 per cent. 


7) 


% Certain measures to encourage agricultural and rural 
development in developing countries, including generally 
available investment subsidies, subsidies to low-income 
producers, and support to diversification away from growing 
illegal narcotic crops; and 


% Certain direct payments under production-limiting 
programmes (sometimes dubbed "Blue Box"). 


Article 7: Trade Distorting Subsidies 


The central thrust of the domestic support provisions of the 
Agreement on Agriculture is to encourage a further shift away 
from trade-distorting measures and policies. The agreement 
particularly targets subsidies granted to farmers to support price 
level with a view to keeping out imports. However, certain 
subsidies are allowed under the agreement, as they are not 
supposed to distort trade. 


Article 8: Export Competition Commitments 


Each Member is committed to provide only those subsidies in 
conformity with the Agreement on Agriculture and with the 
commitments as specified in that Member’s schedule. 


Article 9: Export Subsidy in Agreement on Agriculture 


The Agreement on Agriculture frames new rules to control export 
subsidies. It sets out rules for categories of export subsidies, 
which are subject to reduction commitments. The original GATT 
rules as well as 1979 agreement explicitly permitted such 
subsidies. The agreement breaks with the past. It bans the use of 
subsidies other than those, which fall under one of four 
exceptions. The exceptions are listed below: 


% Export subsidies subject to reduction commitments as 
specified in Part IV, Section II of a member’s schedule of 
commitments attached to the Marrakesh Protocol; 


3% Export subsidies by developing countries consistent with the 


ae 


agreement’s provision for special and differential treatment 
in their favour; 


Spending on export subsidies, or quantities of subsidised 
exports, that exceed those limits specified in a Member’s 
schedule, provided the excess is covered by the agreement’s 
‘downstream flexibility" provisions; and 


Export subsidies not covered by reduction commitments, 
provided they conform to the agreement’s anti- 
circumvention disciplines. 


The export subsidies subject to reduction commitments; 
Direct subsidies contingent on export performance; 


Government export sales or stock disposals at prices below 
domestic market prices: 


Other payments on the export of an agricultural product that 
are financed by virtue of government action (including 
levies); 


Subsidies on agricultural products contingent on their 
incorporation in exported products; and 


Subsidies affecting marketing and transport costs of exports. 
Subject to some conditions, developing countries were not 
required to make reduction commitments during the 
agreement's implementation period on this group of 
subsidies. 


Article 10 : Prevention of Circumvention of Export 
Subsidy Commitments 


Ifa WTO Member applies any export subsidy that is not subject to 
reduction commitments, it has to ensure that application of the 
subsidy does not amount to circumvention of export subsidy 
commitments. A WTO Member is also obliged not to use non- 
commercial transactions for circumvention of such commitments. 
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Article 11: Incorporated Products 


The per unit subsidy paid an incorporated agricultural primary 
product cannot exceed the per unit export subsidy payable on 
exports of the primary product. 


Article 12: Discipline on Export Prohibition and 
Restrictions 


If any WTO Member invokes provisions of Article XI:2(a) of the 
GATT 1994 export prohibition or restrictions temporarily applied 
to prevent or relieve critical shortages of foodstuffs or other 
products essential to the exporting country party - it is required to 
give the consideration to the effects of such prohibition or 
restriction on importing Members’ food security. The Member is 
also obliged to notify such a measure with details of nature and 
duration of such measure and to afford an opportunity for 
consultations on request to any other Member having substantial 
interest as an importer with respect to any matter resulted the 
measure 1n question. 


Article 13: Peace Clause - Hold Back Action on Subsidies 


The developing countries have a special ten-year period for 
protection from action by developed countries. The period is four 
years over and above the six years available to the developed 
countries. T'he "peace clause" restricts the right to take action 
that might otherwise be possible against domestic support 
measures and export subsidies, which conform to the 
requirements of the agreement. Under the provision of this clause 
no countervailing action can be taken against permitted 
measures. 


Countervailing action against domestic subsidies subject to 
reduction commitments, or against export subsidies which are in 
line with the agreement’s provisions, may be taken only if they 
are determined to be causing or threatening injury. 


The "peace clause’ is in fact a time-limited exception to some of 


the rules of the Agreement on Subsidies and Countervailing 
Measures. 


Article 14: Sanitary and Phyto-Sanitary Measures 


The Agreement on the Application of Sanitary and Phyto- 
Sanitary (SPS) Measures is closely linked with the Agreement on 
Agriculture. Right of governments to restrict trade when 
necessary to protect human, animal or plant life or health was 
also recognized under the GATT [in Article XX (b)], provided that 
the measures were not applied in a manner which unjustifiably 
discriminates between countries with the same conditions, or 
were not applied as a disguised restriction on trade. Many 
countries feared, however, that with non-tariff barriers to 
agricultural imports being banned following tariffication, 
enhanced and unjustified use might be made of sanitary and 
phyto-sanitary measures to restrict trade. The new SPS 
Agreement designed to head off this threat was largely modelled 
on the agreement on Technical Barriers to Trade (TBT) that had 
been negotiated in GATT Tokyo Round negotiations of 1973- 79. 
The Agreement on Technical Barriers itself has been 
renegotiated in the Uruguay Round, the SPS Agreement is a spin 
off from TBT. 


Article 15: Special and Differential Treatment for 
Developing Countries 


Developing countries and LDCs have been given special and 
differential treatment as below: 


* Developing countries are not required to reduce certain 
domestic support measures which are an integral part of 
their development programmes (investment subsidies which 
are generally available to agriculture and agriculture input 
subsidies generally available to low-income or resource poor 
producers). [6.2] 


* Developing countries have a higher de minimis level with 
respect to trade distorting domestic support (10 per cent of 
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the relevant value of production as opposed to 5 per cent for 
developed countries). [6.4] 


During the implementation period, developing countries are 
not required to undertake commitments on subsidies to 
reduce the costs of marketing exports of agricultural products 
or internal transport subsidies for export products, provided 
these are not applied in a manner that would circumvent 
reduction commitments. [9.4] 


Developing countries are not bound to consider the food 
security concerns of other members when applying an export 
prohibition or restriction on foodstuffs, unless they are net 
exporters of the foodstuff concerned. [12.2] 


The required cuts for tariffs and trade-distorting support in 
case of developing countries are lower, by one third, than the 
rates applicable for developed countries. [15.1 and Modalities 
for the F of Specific Binding Commitments, para 15]. 


LDCs are not required to undertake reduction commitments 
in agricultural tariffs, domestic support or export subsidies. 
hes 


Developed countries are to take appropriate action as 
provided within the Decision on Measures Concerning the 
Possible Negative Effects of the Reform Programme on Least 
developed and Net Food-Importing Developing Countries. 
The Committee on Agriculture is to monitor the follow-up to 
this decision. [16] 


The agricultural continuation negotiations will take into 
account, amongst other things, special and differential 
treatment for developing countries. [20] 


Special and differential treatment includes specific 
provisions in favour of developing countries concerning 
public stockholding for food security purposes and domestic 
food aid. [2, paras 3 and 4] 


* The "special treatment" clause, allowing, under certain strict 
conditions, four specified members to maintain agriculture- 
specific non-tariff measures during the period of tariff 
reductions, provides for more favourable treatment for 
developing countries. [5] 


* Requests by LDCs and net food-importing developing country 
members for technical and financial assistance for the 
improvement of their agricultural productivity and 
infrastructure will be given full consideration in the context 
of member’s aid programmes. [3] 


Article 16: Least Developed and Net Food-Importing 
Developing Countries 


Developed country Members are required to take action within 
the frame of the Ministerial Decision on Measures Concerning 
the possible Negative Effects of the Reform Programme on Least 
Developed and Net Food Importing Developing Countries. The 
Committee on Agriculture is vested with the job of monitoring the 
follow up to this Ministerial Decision. 


Article 17: Committee on Agriculture 


Acommittee on agriculture is set up to monitor implementation of 
the Agreement on Agriculture. 


Article 18: Review of the Implementation of Commitments 


The Committee on Agriculture is mandated to review the 
progress in the implementation of commitments undertaken by 
Members under the Agreement on Agriculture negotiated and 
agreed upon during the Uruguay Round. The review is to be 
carried out on the basis of notifications submitted by Members. 


The Members are also required to notify any new domestic 
Support measure, or modification of an existing measure for 
which exemption from reduction is being sought. 
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Article 19: Consultation and Dispute Settlement 


Disputes concerning rights and obligations of Members under 
Agreement on Agriculture are subject to dispute settlement 
mechanism at WTO. 


Article 20: Further Negotiations - Seattle Round 


Recognizing the need for further reform in agriculture sector 
Article 20 of the agreement provides for continuation of the 
process started under the Uruguay Round. It says that 
negotiations for continuing the reform process will be initiated 
one year before the end of the implementation keeping in view the 
experiences of member countries vis a-vis effect of reduction 
commitments on countries and world trade. During the intended 
negotiations non-trade concerns, special and differential 
treatment for developing countries will also be taken into 
account. The negotiators will be guided by the objective to 
establish a fair and market-oriented agricultural trading system 
along with the objectives and concerns mentioned 1n the 
preamble to the Agreement on Agriculture in undertaking 
further commitments 


Article 21: Final Provisions 


The provisions of GATT 1994 and other Multilateral Trade 
Agreements in Annex 1 apply subject to provisions of the 
Agreement on Agriculture. 


3. NATURE OF AGRICULTURE IN 
DEVELOPING AND DEVELOPED NATIONS 


The differences in very nature of agriculture in these two blocks of 
nations are significant defining the use of end product and a quick 
overview of this aspect is relevant here. 


3.1. Agriculture in Developing Nations 


Agriculture remains the primary livelihood resource of 
developing nations and more than 65 per cent of the total 
population is directly or indirectly engaged in this sector. 
However, the average size of land-holdings (land-deeds/patta) is 
very small. For example, more than 80 per cent of the farmers in 
India have a land-holding of 2 acres or less, thereby most of them 
are actually small, marginal farmers engaged in sustenance 
agriculture. They don’t receive any direct support from the 
government except the little assistance in the form of purchasing 
fertilizer, seeds and electricity at a subsidised price. The economy 
of most of the developing nations, reeling under a debt-burden, 
cannot allow more than this. For example, India has incurred an 
external debt of US $ 120 billion, i.e. US $ 120 on each Indian 
citizen. 


Owing to smaller land-holding size, use of advance technology 
and improved agricultural practices is not found cost-effective 
and most of the small farmers are somehow managing to meet 
two ends through traditional agriculture. The net result is 
reflected in the lesser yield per unit area. Rapidly increasing 
population of developing nations and decreasing avenues of 
employment further compound the scenario. Therefore the 
agriculture sector in developing nations acquires greater 
significance than commonly understood by the outside world. 
Moreover, the thrust of agriculture in developing countries is to 
produce cereals. 


3.2. Agriculture in Developed Nations 
There are two major actors in this - EU and USA. EU began asa 
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small 5-member nation club, increased to incorporate oth« 
nations to become EU-12 and finally added three more natior 
becoming EU-15. On 1 May 2004 another 10 nations (Cypru: 
Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malt: 
Poland, Slovakia and Slovenia) were allowed to join EU swellin 
its strength to 25. However, in the present discussion we ar 
referring to EU-15, unless specified otherwise. 


Agriculture in developed nations, on the other hand, is different 
For example, the size of average land holding is 900 acres in USA 
The declining population and huge farm-size has necessitated th 
mechanisation in agricultural sector. The excessive domesti 
Support from the government is another characteristic. This i 
true for 15 nations of European Union (EU), too, and average 
land-holding size is also shrinking there since 1960 onward: 
(Table-1). For example, -only in Greece, Portugal and Irelanc 
farmers constitute more than 10 per cent of the populatior 
(Table-2). As a whole, farmers make up only 5 per cent of the tota 
population. The thrust is to produce milk and meat for export ir 
these nations. 


Corporatisation of agriculture has taken place in both USA anc 
EU on a very large scale, resulting the declining number o: 
farmers. For example, in the 1991 census of USA, there were only 
900,000 registered farmers. However, in the recent census, the 
number of farmers has shrunk to such a low that for the first time. 
census data has not shown farmers as a separate category 
Consequently, the yield per unit area is very high and there are 
vast storages in practically all the agricultural-produce exporting 
nations, which can only be utilised in exports. Therefore, the 
vested interests of EU and USA are self-evident in the trade o! 
agricultural produce. For example, the share of trade in 
agricultural products in world trade in 1999 was 10 per cent. 
Though it seems a small figure but the fact is that the share of 
agricultural products in world export of primary products in 1999 
was 49.4 per cent, thereby constituting almost half of the total 


export of primary products. Thus the issue of market access 
becomes very vital for EU and USA, both. 


Table-1 


Agricultural Employment 
as % of Total Civilian Employment 


Belgium 


West Germany 


France 


Italy 


Luxembourg 


Netherlands 


Denmark 


Ireland 


UK 


Greece 


Spain 


Portugal 
EU-12 (average) 


Table-2 


_EU Agricultural Statistics | 
Farmers’ Share | Agriculture | Major Products 
EU Nation in Working Share in % of Total 
Population GDP Agricultural 
(%) Production 


EUS Milk (17.5) 
Milk (21.5) 
Pork (26.1) 
Pork (35.0) 
Milk (34.7) 
Milk (16.5) 


Milk (25.4) 


Austria 


Belgium 


Denmark 


Finland 


France 


Germany 


Greece Vegetables 


(16.8) 
Milk (34.2) 


Ireland 


Italy 


Vegetables 
(13.4) 


Milk (44.3) 
Milk (20.2) 
Pork (238.3) 


Luxembourg 


Netherlands 


Portugal 


Spain Vegetables 


(14.1) 
Milk (33.3) 
Milk (23.9) 


Sweden 


UK 


4. CONTENTIOUS ISSUES IN AOA 


Owing to the fundamental differences in the nature of 
agriculture, there are sharp differences between the developed 
and developing nations regarding their orientation and approach 
to agriculture. 


4.1. Common Agriculture Policy (CAP) of EU 


Before entering into discussion on CAP, it will be important to 
note here that in fact CAP does not exist on paper in the form of 
concrete shape defined by words. It exists through 5000 different 
rules governing the exceedingly bureaucratic common 
agriculture policy. The administration includes several ‘working 
groups’ and ‘management committees’ with representation from 
the member nations, often meeting once a week to fix prices. 
A qualified majority in the Council decides rules. Recently the EU 
Constitution has introduced co-decision procedure for CAP so 
that the EU Parliament will be able to propose amendments and 
veto proposed laws. Though, the regulation of prices will remain 
the competence of the Council. CAP continues to be guided by the 
directives enshrined in the Treaty of Rome. 


In the 1950s, agriculture was electorally and economically most 
important issue in the then Europe, reeling in a food shortage in 
the aftermath of II World War. A substantial percentage of 
population was engaged in this sector. So all the Western 
’ European nations pursued agricultural policies to protect their 
farm sector and to reassure their citizens that food security was of 
national concern. But the pursuit of national agricultural policies 
was inconsistent with the inclusion of agriculture in free-trading 
provisions of the common market. It followed that a common 
agricultural policy would have to be evolved for a common KU, 
displacing national policies. 


The Treaty of Rome (24 March 1957), unaltered by the Single 
European Union or the Massatricht Treaty on European Union, 
under Article 39 sets out the following objectives of CAP: 


% To increase agricultural productivity by promoting technical 
progress and by ensuring the rational development of 
agricultural production and the optimum utilisation of the 
factors of production, in particular labour; 


% Thus to ensure a fair standard of living for the agricultural 
community, in particular by increasing the individual 
earnings of persons engaged in agriculture; 


% ‘To stabilise the markets; 
% To assure the availability of supplies; 
% ‘To ensure supplies reach consumers at reasonable prices. 


The design of common marketing arrangements for CAP was 
eventually agreed upon in 1962. Since then agricultural policies 
of EU have been guided by these above policy elements. A Price 
and Support Policy was as well as a European Agricultural 
Guidance and Guarantee Fund (EAGGF) was established. 
In 1975, Directives for Less Favoured Areas were issued by the 
European Commission (EC), inducing a regional dimension into 
CAP. This invoked payment of additional subsidies to farmers in 
regions suffering from natural physical handicaps. 


Except for brief periods of high world market prices, CAP has 
typically imposed significant taxes on import of agricultural 
products and in spite of WTO regime this has remained the case. 


There exists a whole range of problems associated with CAP like: 


% Price support mechanism of EC including EU fixes various 
support prices targets, thresholds and interventions on an 
annual basis. It is a doubtful notion that a lasting increase in 
farm incomes can be achieved through price support, 
especially if the aim is export. 


* Asa result of higher land prices the environmental impacts of 
CAP have been adverse. 


% CAP by maintaining higher prices of farm products, 


necessarily raises the raw material costs, borne by the non- 
farming consumers of the society. 


The cost of CAP in the form of higher food prices adversely 
affects lower-income groups. 


High support prices and new technologies have led to a boom 
in production leading to surplus accumulation, giving rise to 
an escalating budgetary cost borne by European taxpayers. 


CAP benefits food-exporting members and penalises net food- 
importing nations. | 


CAP’s pursuit of European Union nations’ price stability has 
increased world market price instability. 


Consumers pay a heavy price of agricultural protection 
policies. The Economist (3 March 2001) estimated that 
average European family pays US 1,200 Dollar a year extra 
because EU farm policies raise food prices above world prices. 
It further stated that without CAP, prices of beef and butter 
would be reduced to half. 


Within EU, the CAP reforms have turned out to be beneficial 
to big farmers. For example, in 1999 about 56 per cent of EU’s 
farm support was in the form of direct payments. Direct 
payments to small farmers, constituting 78.6 per cent of the 
European farm-holdings, do not exceed 5,000 Euros a year. 
Not more than 2.2 per cent of the 4.5 million farms receive 
40 per cent of the total payments. Only a handful of big and 
rich farmers receive huge amounts under direct payments. 
For example, Duke of Westminster, owning 55,000 ha farm 
land in UK, receives UK 300,000 Pound Sterling and also gets 
an additional UK 350,000 Pound Sterling for keeping 
1,200 cows. 


Under the CAP, farmers are entitled for retirement at the age 
of 55. During 1999-2000 only, farmers seeking retirement 
received 793 million Euros (Rs. 4,362 crore). Comparatively, 


a) 


this figure is slightly lower than the total subsidy being give 
to 650 million farmers in India. 


However, in all fairness, it must be said that CAP of 1990s i 
different from the CAP of 1970s. A switch in the CAP’s pric 
support system for cereal was made in 1991 (Mac Sharr 
Reforms). With the signing of Uruguay Round of GAT 
negotiations in 1993, Monetary Compensatory Amounts was 
abolished and the Green Box was introduced. Though some of the 
EU member nations continue to remain extremely hostile to 
GATT-imposed constraints to the bitter end. A lot more needs to 
be done in reforming CAP congruent to WTO legislation and it 
will be interesting here to make a comparative assessment of 
provisions contained in WTO and CAP related to same 
subject (Table-3). 


Table-3 
AoA under WTO and CAP : A Comparative Structure 


Ax t.. Agreement on Agriculture 


Domestic support through a Process introduced in CAP re- 
publicly funded government from 1992. Further fine tuning 
programme not involving on. 

transfers from consumers 

and the support shall not 

have the effect of providing 

price support to the producers. 


Expenditure in relation to Substantial budgetary 
programmes which provides resources are allocated 
services or benefits to towards these ends. 
agriculture exempt from being 

considered under AMS. 


Public stock holding for Does not arise as self- 
security purposes exempt from | sufficiency achieved. 
being considered under AMS. 


Domestic food aid exempt from | Food aid programme for the 


being considered under AMS. 


Support provided through 
direct payment to producers 
being claimed for exemption 
should meet the criteria under 
Art.1 and Art. 6 to 13. 


Decoupled income support 
exempt from being considered 
under AMS. 


Government financial 
participation in income 
insurance and income safety 
net programmes exempt from 
being considered under AMS. 


Govt. financial participation 
in crop insurance for relief 
from natural disaster is 
exempt from being considered 
under AMS. 


Structural adjustment 
assistance provided through 
producer retirement 
programme exempt from 
being considered under AMS. 


. Structural adjustment 
assistance provided through 
resource retirement 
programme exempt from 
being considered under AMS. 


.| Structural adjustment 
assistance provided through 
investment aids exempt from 


needy initiated in 1987 vide 
Council Regulation (KEC) 
No. 3730/87. 


All criteria are being met since 
1992. 


Introduced I 1992 vide 
Council Regulation(KEC) 
No. 2328/92. 


Special aid scheme for 

young farmers introduced 

in 1993 vide Council 
Regulation (EEC) No. 2328/92, 
new policy measures on the 
anvil to further extend the 
safety net. 


we are yet to find out. 


Aid scheme for early 
retirement from agriculture 
initiated from 1992 vide 
Council Regulation (EEC) 


| No. 2079/92. 


Policy of ‘Set Aside’ introduced 
vide Council Regulation 
(EEC) Nos. 2328/91 in 1991 
and 1765/92 in 1992. 


Initiated in 1991 vide Council 
Regulation (EEC) Nos. 2328/91 
in 1991. 


being considered under AMS. 


.| Payments under Policy on agri-environment 
environmental programmes introduced vide Council 
exempt from being considered | Regulation (EEC) Nos. 2078/92 
under AMS. in 1992. 


.| Payments under regional Policy on assistance to farming 


assistance programmes in less developed area 
exempt from being considered | introduced vide Council 
under AMS. Regulation (EEC) 
Nos. 2328/91 in 1991. 
Further extension of this 
provision to other regions 
being contemplated. 


Under the ongoing phase of reforms initiated in 1992, EU claims 
to take up a revolutionary step by opening its markets for 
practically ‘everything except the arms’ policy to 49 least 
developing countries (LDCs). A closer scrutiny reveals that none 
of these nations have either any major production facility of any 
commodity to dump in EU markets or have adequate export 
arrangements to make use of this favour granted by EU, hence it 
is merely a lip service. On the contrary, the markets of these 
49 nations are over-flooding with the European commodities. 


The EU adopted Agenda 2000 for introducing yet another round 
of reforms in CAP, slated to begin in 2004 and 2005. According to 
EU, there are three key elements of the new CAP: 


a. More market oriented, simpler and less trade distorting 
support 


b. Strengthening of rural development policy 
c. Revision of the market support parts of the CAP 


In June 2001 the European Commission launched another 
initiative to give farm and fishery products from developing 
countries better access to the European market, by proposing to 
enhance the so-called "Generalised System of Preferences’ 


(GSP). Under the proposal, the autonomous and non-reciprocal 
trade preferences granted under that system to all developing 
countries will be improved, and the stability of the preferences 
increased. 142 countries currently benefit from GSP preferences. 


The EU’s new found love for environment (agricultural) also 
deserves a comment here as EU’s support for environment 
programmes is on the increase. In 1998-99, EU allotted 
4,965 million Euros for various environmental programmes, 
which increased to 5,458 million Euros in 1999-2000. Subsidies 
for environmental programmes are highest in EU, followed by 
Japan, Switzerland and USA. As a matter of fact EU subsidies for 
environmental programmes are seven times more than the total 
farm subsidies in India! 


In reality, the farm practices adopted in EU have extensive use of 
chemical fertilizers and pesticides, leading to eround water 
contamination and erosion of soil fertility. No wonder, EU is very 
keen in subsidising its environmental programmes. 


A short comment on influence of national policies determining the 
direction of CAP will be pertinent here. For example, support for 
farmer interests is an important vote strategy in France. The 
number of farmers has declined from 2.7 million (13.5 per cent of 
civilian employment) in 1970 to 1.07 million (4.8 per cent of 
civilian employment) in 1996. Nevertheless farmers are a 
formidable voting block. Bertrand Hervieu, Centre Nationale de 
Recherce Scientifique, estimated that when considering higher 
voting participation by farmers and including the broader 
community of relatives and others with a stake in agriculture, the 
share of voting electorate with ‘strong agricultural attributes’ is 
as large as 17 per cent. 


French agriculture has a vested interest in CAP system. Its share 
of intra-EC trade grew from 40 per cent to 74 per cent in just first 
ten years of CAP and it accounted for one fifth of total EU 
agricultural production in the 1990s. France is second only to 
USA as the largest food exporter and exports of agricultural and 
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food products form 13.7 per cent of total French exports. 
Therefore, no mainstream French political party can accept any 
paradigm shift in CAP, as it will hurt their farmers. Similar is the 
case with Greece, Ireland, Portugal and Spain, as each has 
substantial number of farmers within their populations and are 
vehemently opposed to any major change in the existing CAP. 


4.2. Agricultural Policy of USA 


The finer tenets of agricultural policy of USA are in congruence 
with EU average size of land-holding, shrinking number of 
farmers, increasing corporatisation of agriculture, exorbitantly 
higher level of subsidies and so on. The agriculture in USA is 
additionally characterised by genetically modified food to the 
extent that it is impossible to find non-genetically altered food in 
USA. The process of commodification of agriculture is 
corroborated by the strong grip of MNCs over trade in this 
sector (Table-4). 


Table-4 
Share of MNCs in Agricultural Export Markets: 


Commodity World Exports Share of 3-6 
($ million) Firms/Agencies 


Wheat 17,851 85-90 


Sugar 


Coffee 
Rice 

Tea 
Bananas 
Cotton 


Jute 
Source - Gill and Brar (1996). 


On 27 April 2004, USA got a big setback in WTO for its 
agricultural subsidies when a WTO panel says USA subsidies to 
cotton farmers violate international trade rules. This decision 
came in a case filed by Brazil, which claimed that billions of 
Dollars in subsidies to USA farmers prompted them to produce 
more cotton than market demand required. Economists say a glut 
of cotton can depress prices for poor farmers in other nations. It is 
the first time the WTO has challenged a nation’s domestic farm 
subsidies. Officials in Washington say that they have "serious 
concerns’ about the ruling and may appeal it. Agricultural 
subsidies are one of the most contentious issues between rich and 
poor nations and were a key reason that global trade talks stalled 
late last year in Cancun, Mexico. Full details of the WTO ruling 
have not been made public, but experts say the case may 
encourage other nations to file similar actions against subsidies 
of other crops by the USA, the EU and J apan. 


4.3. Agricultural Subsidies 


The most sensitive issue under the ongoing agricultural 
negotiations is related to reduction of agricultural subsidies in 
EU and USA. Historically, agriculture and textile have been two 
sectors where developing nations have comparative advantage of 
low labour cost. During the Uruguay Round, when negotiations 
came to a standstill with developing nations unyielding to TRIPs 
agreement, the developed nations brought forward the proposal 
of market access for developing nations for their agricultural and 
textile products. That is how the TRIPs agreement was concluded 
on the promise of market access to developing nations. In actual 
practice, however, developing nations have paid a heavy price for 
TRIPs as the supposed markets of developed world have 
remained closed by creating new barriers in the form of 
legislations and taxes. 


By 1980s, the cost of support, subsidies and incentives to farmers 
has already reached to US $ 20,000 million in USA. In 1985, amid 
President Ronald Reagan’s calls for smaller government 
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generally, US Congress enacted a new Farm Law designed to 
reduce farmers’ dependence on government. The law reduced 
support prices, and it idled 16 to 18 million hectares of 
environmentally sensitive crop!and for 10 to 15 years. But the 
1985 law only modestly affected the government farm-assistance 
structure. 


As per the provisions of WTO, an overall reduction of 20 per cent 
(13 per cent in developing nations) in domestic support measures 
(in terms of Aggregate Measure of Support) and 24 per cent in 
agriculture export subsidy is mandatorily required. Hence it is 
obvious that developed nations have induced these increases in 
order to enable themselves to provide subsidies to their farmers 
and exporters to the pre-WTO levels, even after the provisions of 
mandatory reduction becoming effective. In contrast, no 
developing nation provides subsidy more than 10 per cent, simply 
because their economy cannot afford it. 


WTO enables only 25 nations to provide export subsidies for their 
agricultural products and commodities. Other nations, which do 
not have agricultural subsidies, like India, are barred to make 
any new provision for it. Export subsidies that need to be shrink 
as per one formula, is not applicable to India. On the other hand 
USA continues to find legitimacy for even export credits, which 
are actually used to promote and push USA agricultural exports. 
There are others like Australia and New Zealand, which are not 
budging an inch to wind up with commodity export boards. In any 
case, developed nations provide 90 per cent of global export 
subsidies. Thus, the developing nations will always be at a 
disadvantage with reference to exporters, as their counterparts 
in developed nations will be supported by their respective 
government aid. 


The Ministry of Agriculture, India, acknowledges that despite the 
rules being defined, the expected benefits have eluded the 
developing nations. It was expected that with the removal of 
trade distorting measures, agricultural exports from the 


developing nations would increase substantially. This has not 
happened. On the contrary, India has witnessed a massive 
increase in the imports of agricultural commodities and products 
from about Rs. 50,000 million in 1995 to Rs. 150,000 million in 
2000 a three-fold increase. In edible oil alone, the import bill of 
India has swelled to Rs. 90,000 million. 


For example, the ‘Green Box Subsidies’ provided to agriculture in 
USA during 1986 to 1995 rose from US $ 26,141 million to 
US $ 46,033 million (Table-5). Similar is the case with EU and the 
quantum of average annual subsidies has been estimated to be 
US $ 300 billion. The ‘Direct Income Support’ has increased from 
8.3 per cent in 1998 to 51.3 per cent in 1998. 


Table-5 


General Services 2 


Domestic Food Aid 


(including food stamps) 


Disaster Programmes 
(excluding crop insurance) 
Resource Retirement 
(including CRP) 


Investment Aids 


(Farm Credit Programmes) 


Environmental 
Conservation 
Programme 


26141 46033 


Source: USA Economic Research Service, 1997 


In 1994, a new Republican Congress, elected in 1994, sought to 
wean farmers from their reliance on government assistance. The 
Freedom-to-Farm Act dismantled the costliest price and income- 
support programmes. Under this law, farmers would get fixed 
subsidy payments unrelated to market prices. Congress sought to 
ease the transition by providing farmers $36,000 million in 
payments over seven years even though crop prices at the time 
were at high levels. Price supports for peanuts and sugar were 
kept, and those for soybeans, cotton and rice were actually raised. 
Under the new law, government supports reverted to the old 
system in 2002 unless Congress was to act to keep market prices 
and support payments decoupled. 


New dark clouds appeared by 1998, when demand for U.S. farm 
products slumped in important, financially distressed parts of 
Asia; farm exports fell sharply and crop and livestock prices 
plunged. Farmers continued to try to boost their incomes by 
. producing more, despite lower prices. In 1998 and again in 1999, 
Congress passed bailout laws that temporarily boosted farm 
subsidies the 1996 act had tried to phase out. Subsidies of $22,500 
million in 1999 actually set a new record. 


American farmers approached the 21st century with some of the 
same problems they encountered during the 20th century. The 
most important of these continued to be overproduction. As has 
been true since the nation’s founding, continuing improvements 
in farm machinery, better seeds, better fertilizers, more irrigation 
and effective pest control have made farmers more and more 
successful in what they do (except for making money). And while 
farmers generally have favoured holding down overall crop 
output to shore up prices, they have balked at cutting their own 
production. 


Just as an industrial enterprise might seek to boost profits by 
becoming bigger and more efficient, many American farms have 


gotten larger and larger and have consolidated their operations to 
become leaner as well. In fact, American agriculture increasingly 
has become an "agribusiness," a term created to reflect the big, 
corporate nature of many farm enterprises in the modern U.S. 
economy. Agribusiness includes a variety of farm businesses and 
structures, from small, one-family corporations to huge 
conglomerates or multinational firms that own large tracts of 
land or that produce goods and materials used by farmers. 


The advent of agribusiness in the late 20th century has meant 
fewer but much larger farms. Sometimes owned by absentee 
stockholders, these corporate farms use more machinery and far 
fewer farm hands. In 1940, there were 6 million farms averaging 
67 hectares each. By the late 1990s, there were only about 
2.2 million farms averaging 190 hectares in size. During roughly 
this same period, farm employment declined dramatically -- from 
12.5 million in 1930 to 1.2 million in the 1990s -- even as the total 
U.S. population more than doubled. In 1900, half of the labour 
force was farmers, but by the end of the century only 2 per cent 
worked on farms. And nearly 60 per cent of the remaining 
farmers at the end of the century worked only part-time on farms; 
they held other non-farm jobs to supplement their farm income. 
The high cost of capital investment -- in land and equipment -- 
makes entry into full-time farming extremely difficult for most 
persons. 


But the USA Farm Bill 2002 virtually makes a mockery of the 
WTO. Under this act USA will provide US $ 170 billion over the 
next ten years to its farmers and farm-produce exporters. This 
argues that all farmers should benefit if federal farm aid shifted 
from its singular focus on commodity subsidies and instead help 
underwrite greater access to foreign markets, more conservation 
programines, expanded research into pest and disease control 
and better infrastructure. Though officially it has been dubbed as 
a reorientation programme to help all farmers, in reality it is 
exiued to extend benefits to big corn and wheat farmers and a 


Salient features of USA Farm Bill 2002 are summarised below: 
$180 billion over 10 years 

Estimated increase: $73.5 billion 78 per cent 

65 per cent increase in commodities programmes 


23 per cent increase in conservation programmes 
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Increases the use of coupled payments | 


The USA Farm Bill 2002 will have severe impacts, some of which 
can be cited as: 


% Coupled payments likely to impact more on the magnitude of 
Support 


Likely to distort production decisions 
Incentives for intensification of production 
Crop flexibility limiting measures 


Higher agricultural outputs 
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Impacts on world price and markets 
% Positive impacts of conservation programmes 


In a nutshell, the developed nations continue to increase support 
to their farm sector, even at an exponential rate. Actually, up tc 
80 per cent of subsidies are estimated to be perverse. For 
example, Florida Everglades Sugar Support Programme. 
European pig industry, Gulf of Mexico’s dead zone, USA Peanut 
Subsidy Programme, Under-pricing of irrigation water, etc. The 
crucial question is why do perverse subsidies persist? The 
reasons are varied - political power of subsidy recipients. 
unwillingness to be a first mover, trapped workforce in subsidisec 
industries, vested interests of government departments, costs are 
often hidden, multi-layered policies, and so on. So the arguments 
used to justify subsidies are equally varied - poverty alleviation 
food security, infant industry, level playing field (with reference t« 
EU), multi-functionality and market failure, etc. 


Let us now look at the agricultural subsidies in EU. According to 
OECD, total EU agriculture production support in 1999 was to 
the tune of US $ 114.5 billion, compared to US $ 54 billion of USA 
for the same year. It is actually this generous domestic support 
and export subsidies dished out by EU, mostly as direct support, 
which has forced USA to introduce the new Farm Bill 2002. 
OECD itself provides its farmers a massive support of 
US $ 1 billion a day as well as protects through tariff and non- 
tariff barriers both, including unjustified Sanitary and Phyto- 
Sanitary measures. 


OECD governments subsidize agriculture through a wide variety 
of price and non-price measures. Total transfers in OECD 
countries amounted to $335 billion in 1995, equal to $380 per 
capita or $16,000 per full-time farmer. Although committed as 
members of the OECD to reduce the level of support (Table-7 and 
Table-8), many countries actively continue to administer prices 
and maintain quotas and border measures. In developing 
countries overvalued exchange rates and _ industrialisation 
policies effectively tax agriculture, but governments compensate 
farmers by subsidizing inputs such as irrigation, fertilizers and 
pesticides. Keeping food prices low supports consumers. 
Subsidies in developing countries can be tentatively estimated at 
$10 billion annually, not counting irrigation subsidies of an 
additional $20 billion to $25 billion. 


Table-6 


Country Units Base Final Bounc 
| Period Level 


EU Billion Euro 73.5 62.0 61.2 
Japan Million Yen 4335 | <4000 3973 
US | Billion US$ 2202 14.0 19.1 
Canada Billion C$ 4.9 4.1 4.3 
Switzerland | Million SF 5231 5076 4257 
Australia Million A$ 590 271 AG 


New Zealand | Million NZ$ | 360 0 288 
Source: Konandreas and Greenfield (1996). 


Table-7 


1991-92 | Final | Change | Chang 
Product 1986-90 | Gf above from 


Wheat 
Beef 


Coarse 
Grains 

Butter and 
Butter oil 


Other Milk 
Products 


Sugar 


Cheese 


Fruits and 
Vegetables 


Skim Milk 
Powder 


Live 
Animals 


Pig Meat 


Poultry 
Meat 


Rice 

Vegetable 
Oil 

Oil Seeds 

Eggs 

Wine 

Tobacco 

Cotton 

Sheep Meat 

Oilcakes 


Consumers and taxpayers in the OECD would stand to gain far 
more from the removal of agricultural subsidies than farmers 
would lose. Indeed, with proper reform most farmers will not lose 
at all. Even now, for every $5 of support by either taxpayers or 
consumers, only $1 winds up as additional farm household 
income, mostly going to the larger and richer farmers. Of the $4 
remaining, $2.75 is spent to purchase additional inputs, $1 covers 
opportunity costs and $0.25 reflects costs from terms of trade 
effects. Decoupling subsidies from production would benefit 
farmers, taxpayers and consumers. 
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Distortions are worse in subsidies linked to production or pric 
support. By raising prices received by farmers, these subsidie 
encourage them to produce more and use more inputs 
Decoupling would mean much more efficient agricultura 
production and a lower fiscal burden. The environment woul 
benefit as well, even more if farm support is directed toward: 
promoting nature conservation practices. Subsidy reforn 
generally need not hurt farm incomes; for example, direct income 
support could easily compensate any possible income losses o: 
individual farmers. In developing countries, removing inpu' 
subsidies will reduce the fiscal drain, improve efficiency anc 
generally not hurt small farmers. 


The clear conclusion is that OECD countries should at least 
replace market support and production-linked programmes with 
direct income support to needy farmers. Farm support should not 
be tied to commodity production but rather move towards 
promoting nature conservation practices. International action is 
likely to be most successful and the EU, Japan and the USA 
should take the lead towards multilateral decoupling. Developing 
countries should reduce subsidies for agricultural inputs and 
allow production prices to rise to world levels. Direc 
compensation may be necessary to ensure food access for poo 
landless people. 


It becomes pertinent here to look at the comparative picture o 
agricultural subsidies in OECD, EC, USA, Canada, Japan an 
India in this regard (Table-8). 
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This backdrop provides an adequate information base about 
trends, policies and orientation of major actors in agriculture 
sector to facilitate an assessment of the WTO Framework 
Agreement concluded on 1 August 2004 (Annex 1). 


It will be relevant here to briefly cover the earlier Ministerial. The 
Seattle Ministerial (1999) collapsed amid protests, Doha 
Ministerial (2001) was developmental agenda with hope that 
within three years there will be free markets for agriculture, 
trade and services buy these hopes shattered. Progress came to a 
standstill in Cancun Ministerial (2003) as EU and USA jointly 
put a ‘take-it-or-leave-it? programme on the eve of the talks, 
successfully countered by the coalition of G-20 developing 
nations. It must be kept in mind that in both Doha and 
Cancun, agriculture and agricultural subsidies were the 
stumbling blocks. In this sense, the Framework Agreement 
reached at Geneva Ministerial (2004) is a significant concession 
for both developed and developing nations, as the process of 
multilateral trade itself was seemed to head nowhere. 


A careful reading of the document brings the following salient 
points: 


% Rich nations will eliminate all the agricultural subsidies by a 
date to be fixed, 


* Rich nations will make substantial reductions trade 
distorting farm supports larger the support bigger the cut, 


% In the first year (date unspecified) there will be 20 per cent cut 
in trade distorting farm supports, 


# All WTO members will have to improve market access for 
agricultural products, 


% Developing nations will have lower tariff reduction targets, 


* Developing nations will have longer implementation periods, 


* Developing nations will be given flexibility concerning 
sensitive or special products, 


* Least Developing Countries (LDCs) do not have to promise 
any cuts, 


* From the Singapore issues, investment, competition and 
transparency have been dropped for the time being, and 


* Talks on trade facilitation will be launched. 


Now let us come to the substance of the agreement, which 
appears very thin, as most of it remains vague and ambiguous. 
There is no clear date to start dismantling subsidies. This ensures 
that there will still be years of wrangling. The promises and 
commitments of Doha remain just that hollow promises and the 
past experiences tell us that in the absence of any firm 
commitment the words enshrined in this agreement will meet the 
same fate. 


The concept of ‘special products in agriculture’ and ‘safeguard 
mechanism’ have been recognized which may help developing 
nations. But at the same time a new category of ‘sensitive 
products’ for developed nations has also been recognized. 
Actually this can very well turn out a newer hot spot of 
differences. | 


What actually matters in international multi-lateral agreement 
is detail and it is totally lacking here. After first year of reduction 
by 20 per cent, 80 per cent of subsidies will remain in existence 
and operationally functional. In case of EU, after the first year of 
reduction, this will leave it with 76 billion Euros in subsidies 
(by most conservative estimate) indeed a very high level. And 
USA will be left with more than this amount in subsidies after the 
first year cut. The first year cut of 20 per cent is on the final bound 
agricultural market subsidy plus permitted dominium plus 
Blue Box. 


Instead of eliminating trade distorting Blue Box, the mechanism 
is further strengthened. The developed nations can shift a 


substantial portion of their agricultural subsidies form the Green 
and Amber Box to Blue Box. This gives a very comfortable 
cushion to USA and EU on their agricultural subsidies. Further, 
there is also a protection for Blue Box items that will especially 
help EU. 


Since cuts are higher, nations like India will have to cut tariff 
more. The protection of sensitive and special products is allowed 
for both developed nations also. So they can term certain 
commodities crucial and thereby deny market access. 


Another related issue is of crop diversity. India cultivates 250 
different crops in a year whereas Europe does not grow more than 
25. So far Europe getting a dozen or so products classified as 
sensitive will be quite justified. But it will indeed be impossible 
for India to get this status for 200 crops it simply is beyond 
justification. This alone will have serious repercussions. Each 
crop represents one or more agro-climatic zones and millions of 
farmers. Since all of them cannot be brought under protection by 
declaration of sensitive status, several will have to face reduced 
tariff and increased competition owing to greater market access. 
The decision to declare only certain crops sensitive will be fraught 
with political and economical risks, since it will affect the 
livelihood of millions of farmers. 


The picture that emerges is clear there are no concrete gains for 
developing nations in this agreement. On the contrary, developed 
nations have succeeded in getting some legitimacy for their 
excessive subsidies, howsoever flimsy it may be. The strategy of 
the developed nations was different this time rather than 
pursuing their own claims they put thrust on developing nations 
to reduce their claims and met with success. 


6. CONCERNS OF DEVELOPING NATIONS ON 
WTO FRAMEWORK AGREEMENT 2004 


Of the 147 WTO members today, four-fifths are developing 
countries. For all developing nations in Latin America, Africa, 
South Asia, and South East Asia, agriculture is a primary 
resource livelihood for majority of their population, and not an 
issue of trade. Therefore it is important to look at the perception 
of the developing nations on this recent agreement of 2004. 


Meanwhile WTO agriculture session addresses next steps from 
July framework in Paris. Following on from an informal meeting 
on 24 September 2004. WTO Members convened on 6 October for 
an informal special negotiating session of the Committee on 
Agriculture. Discussions, chaired by Ambassador Tim Groser of 
New Zealand, focused mainly on how to carry the momentum 
forward from the recent July framework agreement. The July 
agreement, which gave a much-needed boost to the Doha Round, 
established a framework for conducting future substantive trade 
negotiations, including in agriculture. The informal talks are 
being held in advance of a formal special session of the Committee 
on Agriculture on 8 October. 


A number of Members said the talks should aim to complete full 
"modalities" in agriculture by the next WTO Ministerial 
Conference in Hong Kong in December 2006, though they were 
cautious not to make this a firm deadline. 


Many Members pointed out that further technical work needed to 
be conducted in a range of areas. The EC, for instance, pushed for 
geographical indications and non-trade concerns, while Colombia 
and Ecuador said they wanted tropical products and crops grown 
as replacements for illicit narcotics on the agenda. Jamaica 
advocated for the preservation of preferences. However, Costa 
Rica, Colombia and Ecuador voiced concerns about preferences, 
with Costa Rica saying that although it had benefited from 
preferential market access, the gains it had acquired were far less 
than the costs of the obstacles to market access that preferences 


presented. Ecuador said that it had not been included in 
consultations on preferences because it is not a member of any 
eroup. The G-20 group of developing countries emphasised that 
the real problem that needed to be addressed was trade distorting 
domestic support in developed countries. 


Indonesia, together with many members of the G-33 (Friends of 
Special Products) group emphasised the importance of special 
products and a special safeguard mechanism for developing 
countries. They said they should not have to reduce tariffs or 
expand quotas on special products, and that these and the special 
safeguard mechanism should be flexible and "user-friendly" 
enough to allow them the freedom to meet their development 
objectives. 


Speaking for the African Group, Nigeria urged that a sub- 
committee on cotton referred to in the July framework be set up 
quickly, and said it would submit proposals on this. Benin said the 
sub-committee should discuss both the development and trade 
aspects of the cotton issue. 


On process, many delegations said that regardless of what was 
included in the agenda for negotiations, the list of topics should be 
announced in advance so that countries could prepare their 
positions. The EU suggested that in order to speed up work, some 
working groups could meet in between the negotiating sessions. 
Egypt was willing to consider this provided small delegations 
would not be over-stretched. However, the G-10 group of 
pro-multifunctionality industrialised countries opposed the 
disproportionate role accorded to a small group of countries 
(understood to be a reference to the self-appointed role of the Five 
- Australia, Brazil, EU, India and US). Chair Groser said he 
would attempt to strike a balance between organising the talks 
flexibly and setting up a structure that allows delegations to 
prepare in advance for the topics to be discussed. 


On 7 (and possibly 8) October, Members are scheduled to engage 
in informal technical negotiations on a number of areas, 


including: domestic support (Green Box); export competition 
(how to achieve parallelism through definitions for export credits, 
export credit guarantees or insurance programmes, trade- 
distorting practices of exporting state trading enterprises and 
food aid practices as described in the framework); market access 
(ad valorem equivalents of specific duties; and a special safeguard 
mechanism for developing countries. 


The recent speech of Mr. Kamal Nath, Commerce and Trade 
Minister, India, in Paris on 6 October 2004 should be viewed in 
this backdrop. Mr. Kamal Nath has categorically stated we will 
not open our markets for agricultural produce of western nations 
till the obscene level of subsidies is abolished. He said that the 
farmers of western nations are engaged in raising standard of 
their lives but the crucial question before our farmers is from 
where they will get their next meals. Obviously, the issue of 
survival and existence of our farmers has to be dealt on a priority 
basis. 


It will be relevant to mention here the opinion of different 
developing nations on the draft agreement, as many of these 
nations are not willing to criticise the agreement so soon, in the 
wake of backlash already being faced by some of them, courtesy 
bullying tactics of EU and USA. For example, EU dropped its aid 
assistance to Kenya on the ground of poor governance Kenya was 
the most vocal African nation at Cancun Ministerial. USA 
threatened to impose stiff import duty on cotton coming from the 
African nations, if they continue to take a confrontational 
approach in matters of agricultural trade, ensuring justice is 
denied to them. USA gave a sugarcoated pill to Brazil by 
announcing sugar import quota benefiting Brazil, to blunt its 
opposition at the table of negotiations. Obviously everything is 
fair in war and trade! 


Several developing countries raised points in the text on which 
they had concerns. Ambassador Matthew Nwagwu of Nigeria, 
speaking on behalf of the Africa Group, said the Group expects an 


all inclusive and transparent process in further work on the draft. 
The process also needs to be consensus-based, and the Group 
would like to participate in all consultations and negotiations to 
be held in the next days. 


On agriculture, the Group’s preliminary observations were that 
the text places greater focus on some issues of interest to 
developed countries; it defers to a later stage of negotiations the 
issues of importance to the Group; it contains new concepts such 
as the tiered formula for reducing domestic support; and it 
legitimises new Blue Box measures. 


Furthermore, there is lack of clarity in some issues and dilution of 
issues such as S and D treatment for developing countries and 
treatment for LDCs. 


On the cotton initiative, the Africa Group recalled that the G-90 
Ministerial meeting in Mauritius stressed that cotton should be 
treated as a stand-alone issue and not as part of overall 
agriculture negotiations. But it now notes that the text places 
cotton within the agriculture negotiations, and it called for 
consultations to resolve this matter. 


On NAMA, Nigeria said the Group had on various occasions 
pointed out its difficulties to accept Annex B of the Derbez text as 
a basis for further negotiations, yet the draft text has proposed 
that the Derbez text be a basis for future work. Some of the 
Group’s concerns were reflected in the NAMA chairman’s letter to 
the General Council chair when forwarding the Annex, but ‘we 
are extremely surprised that these concerns have not been 
reflected in the draft text," said Ambassador Nwagwu. The Africa 
Group wanted clarification how these issues would be included in 
Annex B and the legal status of the NAMA chairman’s letter. 


On development issues, the Group was concerned the text lacks 
ambition and falls far short of the Doha mandate. It was also 
concerned about lack of progress on development issues despite 
the fact these.are long outstanding and have featured in all major 


WTO meetings and Ministerials. 


The Group called for political commitment from development 
partners to the speedy resolution of these issues and the July 
package should provide a clear roadmap with time-bound and 
specific benchmarks to fulfill the Doha mandate on these issues. 


Further, a number of issues, which are key to development in the 
Doha programme were ignored by the text, including 
commodities; trade, debt and finance; trade and technology 
transfer, and TRIPs and public health. These issues should be in 
the text. In this regard, the Group would like to enrich the text by 
deleting the last four words (i.e. "during the Doha Round") of the 
sentence. It is the view of the Group that these issues should still 
be completely dropped out of the work programme. 


On trade facilitation, the Africa Group was concerned that 
despite repeated calls to take into account its positions, such as 
the need for clarification, the costs of technical assistance and 
infrastructure and the applicability of the DSU, yet the draft text 
calls for the launching of negotiations on a fast track basis, based 
on a single undertaking. This approach is not acceptable to the 
Group, said Ambassador Nwagwu. 


Brazilian Ambassador Luiz Felipe Seixas Correa said the text 
was a complex document, which needed detailed analysis. Brazil 
would not comment on agriculture, as the G-20 was slated to meet 
soon to consider their position. 


Ambassador Seixas Correa raised three points and questions. 
First, on S and D treatment, rather than deal with the substance 
of this, the text had focused a lot on differentiation of developing 
countries. On what mandate had the Chair created new 
categories of developing countries for SDT? 


Second, on what mandate was there the singling out of 
geographical indicators as a focus in implementation issues? 
Third, on NAMA, what is the process by which discussion will 
proceed, since the Derbez text Annex was now placed as the July 


Annex, and many members had already opposed this text? 


According to trade officials, several Latin American countrie 
also expressed unhappiness that there was insufficient clarity o 
details on SDT, and over the creation of new groupings such a 
"small, vulnerable economies’. They were also concerned tha 
issues of interest to developing countries were not detailed ou 
but other issues of interest to developed countries were detailed. 


Although there was broad support on export competition, the 
raised concerns on the new Blue Box and on the lack of specificity 
on how special products of developing countries are treated in the 
text, especially when the sensitive products of developed 
countries are given more specificity. . 


India said it would not comment on agriculture until it received a 
response from capital. On implementation, the text merely a 
repeat of the unsatisfactory situation, and this was unacceptable. 
On trade facilitation, more work should be done to clarify the 
issue, instead of launching negotiations. 


The Indonesia Ambassador said the July package is an important 
document, and thus the text must be one that is fair, and does not 
undermine the Doha mandate particularly on S and D. It was 
ready to negotiate a text that is fair, that can facilitate future 
negotiations. However, Indonesia will have great difficulties to 
accept any text which it feels is not balanced and which can 
unfairly undermine key concerns of developing countries 
particularly onS and D. 


Indonesia felt the current draft text needs to be improved in 
terms of its balance, and in its treatment of development issues or 
issues of real concern to developing countries as called for by the 
Doha Mandate. As an initial step to achieving this recognition 
and balance, the level of specificity of all S and D must be given 
the same importance as other issues in your text. 


Indonesia also made a statement on behalf of the G-33 [(or the 
Alliance on Special Products (SP)/Special Safeguard Mechanism 


(SSM)|. The G-33 had met earlier that day and agreed they need 
more time to receive guidance from their capitals and to co- 
ordinate within the group. 


The G-33 would however like to flag at this point, their deep 
disappointment on how unfairly the issues of SP and SSM have 
heen treated in the draft. Indonesia underlined that for the G-33, 
the issz° cf SP and SSM is of great importance in the negotiation, 
which will determine our ability to join any consensus. 


For this reason the G-33 reiterated the need to provide the 
concept of SP with a adequate level of commitment and 
specificity. The Group stressed that SP for developing countries 
must be de-linked from the issue of sensitive products, and be of 
primary significance in the market access pillar as mandated by 
the DDA. Moreover the concept of sensitive products for 
developed members must be secondary and not undermine the 
market access pillar. 


The Bangladesh Ambassador, speaking on the Singapore issues, 
said we are being asked to accept negotiations on trade 
facilitation while the other three issues still remain in the WTO. 
This, he said, represents an unbalanced outcome. 


The level of ambition on trade facilitation is far in excess to what 
can be justified by the movement on all other areas of 
development significance. Further, the mandate of negotiations 
as contained in Annex D goes far beyond what we stated in the 
Doha Declaration. Members were being asked to accept an 
outcome even before negotiations start with words such as 
"establishment of an agreement’ in the Annex. 


Bangladesh also said the modalities should provide that 
implementation by LDCs should only be after they had received 
the necessary technical assistance and infrastructural capacity 
building to enable them to implement such an understanding. 


The European Union’s Ambassador Carlo Trojan said the KU 
considers the text as an acceptable basis for further negotiations. 


But we need to have the balance right: balance betwe 
agriculture and other components, between the three pillars 
agriculture, and within the export competition pillar. 


He added the EU has considerable interest in reducing tariffs 
industrial goods and in further opening the services marke 
Annex B on NAMA represents the bottom line between ambiti 
and flexibility and "we should avoid any unraveling”. 


On agriculture, Trojan said the text needs much more precisio 
and clarification. On domestic support, the EU has interest in 
framework, which puts pressure to undertake farm reform o 
those members who, contrary to the EU, have not done so, and t 
text still leaves us with a number of question marks. 


On export competition, the text falls well short of the requireme 

of parallel elimination of export subsidies and of all trad 
distorting elements of other export competition instruments. Th 
text will need much more clarity to meet the principle of fu 
parallelism. 


On market access, clearer indication is needed on how sensitiv 
products will be addressed when it comes to opening markets anc 
cutting tariffs, as the text appears somewhat contradictory. 


On trade facilitation, the EU said the Annex on modalities wa: 
fair and balanced. Trojan added the text asks for the negotiation: 
to take account of the different levels of development of members 
preference and commodity dependence and the need to addres: 
concerns of vulnerable developing countries. He said the draf 
constitutes a fair starting point for addressing these concern: 
taking account of the interests of all developing countries. Troja1 
said ‘it gives comfort without creating new categories." [However 
as reported above, several developing countries expressec 
concern about the creation of new categories of developin; 
countries, thus contradicting Trojan’s assertion that the concern 
of all developing countries were addressed. | 


Trojan said an acceptable outcome on cotton should b 


implemented at an early stage. And all outstanding 
implementation issues should move into a negotiating mode; he 
mentioned that for the EU, geographical indicators protection is 
part of the single undertaking. 


According to trade officials, the United States stressed the 
importance for the July package to be adopted, as the global 
economic system needed it. On agriculture, the US said there was 
too much flexibility given to sensitive products in market access. 
On NAMA, the US insisted that the non-linear formula and 
sectoral approach must be retained. On development issues, 
there is need to ensure that what is agreed complements (and not 
undermine) what was agreed toin agriculture and NAMA. 


On 19 July, the Indian Commerce and Industry Ministry issued a 
statement in Delhi stating the draft framework is disappointing 
in respect of agriculture as it does not provide the required 
balance between the provisions for the developed countries and 
those meant for developing countries. 


The Ministry statement said: "From India’s point of view the 
draft on agriculture does not provide the required balance, 
fairness or equity between the provisions for the developed 
countries and those of developing countries". We find that there is 
greater level of specificity on matters of interest to the developed 
countries and a greater level of generality in respect of the special 
and differential treatment components of the developing 
countries. What is disappointing is the lack of appreciation of 
developing countries’ sensitivities in agriculture. This is 
particularly true of those developing countries where subsistence 
agriculture prevails and where the rural population is dependent 
on agriculture for their food and livelihood security. We believe 
that much work will have to be carried on in making the draft text 
acceptable. We expect that these would be suitably addressed in 
the next few days during the negotiations if there were to be a 
consensus on the agriculture framework. We shall be working 
with the G-20 on agriculture and jointly put forward our concerns 
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in the discussions at Geneva, the statement says. 


It is evident from the reactions of most of the developing nation 
that the draft is not very promising for the developing nations an 
hence the preparations for future must begin in a more concerte 
systematic way. 


6.1.FAO Issues Guidelines on World Food Security 
September 2004 


In yet another related crucial development, FAO Committee o 
World Food Security has adopted Right to Food Guidelines o 
23 September 2004, at Rome to "support the progressiv 
realisation of the right to adequate food in the context of nationa 
food security." Seen by many as a breakthrough, the adoption o 
the Right to Food Guidelines comes after two years of ofte 
difficult, but constructive negotiations. The objective of the 
Guidelines, says FAO, is "to provide practical guidance’ to states 
in implementing their obligations relating to the right to 
adequate food. This should improve the chances of reaching the 
hunger reduction target of the World Food Summit. The 
Voluntary Guidelines take into account a wide range of important 
principles, including equality and non-discrimination, 
participation and inclusion, accountability and the rule of law, 
and the principle that all human rights are universal, indivisible, 
inter-related and inter-dependent. 


According to FAO, various non-governmental stakeholders and 
inter-governmental organisations contributed significantly to 
the preparation of the Guidelines. These included the Office of the 
High Commissioner for Human Rights, the UN Special 
- Rapporteur on the Right to Food and the Committee on Economic, 
Social and Cultural Rights and the North-South Alliance, which 
‘isa coalition of a large number of NGOs. 


FAO says the Guidelines are a ‘human rights-based practical tool 
addressed to all states". They cover the full range of actions that 
need to be taken at the national level to build an enabling 
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environment for people to feed themselves in dignity and to 
establish appropriate safety nets for those who are unable to 
do so. 


“The adoption of these Voluntary Guidelines constitutes a major 
breakthrough. This is the first time that an inter-governmental 
body agrees on what the right to food really means", said Giuliano 
Pucci, FAO Legal Counsel. 


FAO bodies have not discussed human rights issues in any detail 
before. Negotiations successfully overcame various obstacles, as 
Ambassador Saeed Noori Naeini of Iran, said: "The Guidelines 
can serve to empower the poor and hungry to claim their rights. 
We now have an additional instrument to better address the 
needs of the hungry and malnourished. Hartwig de Haen, 
FAO Assistant Director-General, Economic and Social 
Department said that the challenge now is to make the 
Guidelines more widely known and used. "It is now time 
for action." 


This must give a moral boost to the developing nations in their 
forthcoming negotiations as these guidelines issued by FAO 
ensures the just and valid point of food security raised by the 
developing nations at WTO negotiations. 


7.EMERGING ISSUES 


From the ongoing discussions in WTO several issues of concer 
have emerged, which deserve to be taken into consideratio 
otherwise developing nation may have to pay a heavy price. Thes 
are being summarized below: 


7.1. Non-trade Concerns 


Article 20 of the Uruguay Round Agreement on Agriculture, th 
so-called "built-in agenda", lays out the framework for th 
agricultural negotiations, which are designed to continue th 
process of reform in agriculture. At the same time, Article 2 
states that non-trade concerns will have to be taken int 
account in the negotiations and issues like rural development 
and poverty alleviation, the environment, food safety and anima 
welfare need to be addressed. So far developing nations have no 
been able to focus and take advantage of this clause and hence 1 
should be given the attention in future to derive maximun 
benefits from this provision. In the larger context, this ha 
potential to link trade with development, if negotiated properly. 


7.2. Food Safety 


Regarding food safety we believe that every WTO member has: 
right to establish the level of protection that it deems appropriate 
The precautionary principle is relevant in this respect. It cover 
cases where scientific evidence is insufficient, inconclusive o 
uncertain and preliminary scientific evaluation indicates tha 
there are reasonable grounds for concern that the potentiall: 
dangerous effects on the environment, human, animal or plan 
health may be inconsistent with the level of protection chosen b 
a particular country. However, these concerns should not b 
abused and used as a disguised means of trade protectionism. W 
believe therefore, that there is a clear need for clarification of ue 
use of the precautionary principle. 


7.3. Protection of Animal-Welfare: New Trade Barrier 


The developed nations have now brought a new subject on th 


horizon and they are saying it is important to ensure that trade 
does not undermine our efforts to improve the protection of the 
welfare of animals. In raising this issue in the WTO 
negotiations on agriculture, the long-term implication is that it 
will be used to create new trade barriers. The developing nations 
must take proper cognizance of this emerging trend and chalk out 
a proper strategy, rather than getting caught unaware in future. 


7.4. Taking Advantage of Everything But Arms (EBA) 
Proposal 


In September 2000, the EU adopted a proposal to provide full 
access to the EU market for the world’s 49 least developed 
nations, the so-called "Everything But Arms (EBA) proposal”. 
From 5 March 2001 the EBA amendment to the EU’s Generalised 
System of Preferences became applicable. EBA extends duty and 
quota free access to the EU market to all products from least 
developed countries (LDCs), except arms and ammunition. 


This provides excellent opportunities to LDCs and the respective 
regional forums should pay special attention to their LDC nations 
like SAARC to Bangladesh and AOU to their LDC nations in 
terms of modernising their agricultural aimed towards 
increasing their yield, to facilitate their agricultural export. 


7.5. Evolving a Well-defined Strategy in Future 
Negotiations 


It is clear that the present WTO Framework Agreement 2004 is 
merely an attempt to hoodwink and befool the farmers of 
developing world and offers to them nothing in concrete. There is 
an acute need to evolve a well-defined strategy to be followed in 
future negotiations. The tenets of such a strategy can build 
around following points: 


I. Clear distinction between ‘corporate agriculture’ of 
developed nations and ‘sustenance agriculture’ of 
developing nations must be an integral component of AoA; 


Il. Firm commitment of developed nations to abolish all 
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III. 


IV. 


VI. 


VII. 


VIII. 


subsidies targeted towards corporate agriculture as well 
ridiculous subsidies in the name of ‘retirement of farme 
and subsidies for animal-raising, in a time-bound phas 
manner; 


The trade-distorting ‘export subsidies’ need to be abolishe 
at the earliest, sooner the better, and a time-boun 
commitment from developed nations should be put as 
precondition before granting any new concession or favou 
to them by the developing nations; 


Access of developing nations to the markets of develope 
nations for their agricultural produce; 


Right of developing nations to keep restricted access to thei 
markets for maintaining the well-being of their farmers; 


The current about-turn of EU regarding GM foods should b 
a matter of great concern, as it will lead to a strong EU-US. 
unity on this issue putting utmost pressure on developin 
nations to open their boundaries for the import of GM foods 
This should be dealt at a collective level by the developin 
nations and a plan of action needs to be chalked ou 
immediately. 


Protection of developing nations’ indigenous seeds, plan 
varieties and specific vegetal wealth coupled with stringen 
penal provisions for bio-piracy and its patenting by th 
MNCs of developed nations; 


Checking the creation of new trade barriers by develope: 
nations like animal welfare; 


Checking the abuse of new institutional provisions create 
for developed world especially in the field of grantin 
‘sensitive status’ and re-directed ‘subsidies’ and, 


More concerted efforts of developing nations for linkin 
trade with development issues, as originally envisaged i 
UNCTAD. 


7.6. Putting Our Own House in Order 


In addition to the above, it is equally important that we put our 
own house in order. The recent reports of excessive chemical 
content in Indian food-grains by the Centre for Science and 
Environment (CSE) are a matter of grave concern. In many of the 
cases, the chemical content was found as high as thirty times 
than the permissible limits. Obviously a lot needs to be done if 
Indian agricultural produce need to be sent to European markets, 
as this might be a fit case to employ safety standards by developed 
nations. Making farmers more knowledgeable about using the 
appropriate and timely application of chemicals in the form of 
fertilizers, pesticides and herbicides, on the one hand, and raising 
the quality control standards for export, on the other hand, can 
check this. The non-governmental organisations engaged with 
agro-action at the village level have a special responsibility and 
role in this field. 


_ 8. ROLE OF CIVIL SOCIETY © 


In the coming months, fresh rounds of negotiations will start to 
carry the WTO Framework Agreement 2004 further. In this 
regard, civil society has a crucial multifunctional role to play, like: 


1h 


IT. 


III. 


IV. 


VI. 


VII. 


Generating awareness among the masses about the tone, 
tenor, content and directions of the WTO negotiations, their 
wider implications and ramifications, especially among the 
farmers’ unions; 


Preparing on a continuing basis elected peoples’ 
representatives at state level (MLAs and MLCs) and 
national level (MPs) regarding the fastly changing scenario 
at WTO to ensure that peoples’ interests (especially 
farmers’ interests) are not mortgaged at the negotiating 
tables; 


Conducting local/regional/state/national level 
consultations, seminars, meetings and group discussions 
on recent trends and future strategy of developing nations 
for WTO negotiations; 


Conducting field studies within their zone of work relevant 
for evolving crucial strategies with the twin-aim of 
generating relevant data and influencing official policies; 


Intensification of networking efforts with other voluntary 
and non-governmental organisations in order to act as a 
more effective pressure group on government, at regional, 
national and international level; 


Strengthening advocacy and lobbying efforts at appropriate 
levels in conjunction with like minded individuals and 
groups at both national and international levels to ensure 
protection of peoples’ legitimate rights at global 
negotiations; 


Making use of all the existing mediums and forums like 
media (both print and audio-visual), legal forums, 


legislative forums to highlight the long-term consequences 
of international trade negotiations. 


In a nutshell, civil society has to be vigilant and remain on its 
tows as yet another crucial round of the never-ending trade 
negotiations is about to start where the slightest slackness on its 
part may prove a costly blunder in future. In addition to the 
multifunctional role just mentioned, the responsibility of 
exposing the double standards of developed nations. All in all the 
road of trade negotiations in agriculture is a very sensitive issue 
which will determine the life of millions of farmers of developing 
nations round the globe. This one singular fact is enough to stress 
that no compromise can be made at the cost of these farmers. - 


ANNEXURES 


Annexure 1 


1. 
Decisions adopted at Doha and the full commitment of all Members to give 
effect to them. The Council emphasises Members’ resolve to complete the 
Doha Work Programme fully and to conclude successfully the negotiations 
Jaunched at Doha. Taking into account the Ministerial Statement adopted 
at Cancun on 14 September 2003, and the statements by the Council 
Chairman and the Director-General at the Council meeting of 15-16 
December 2003, the Council takes note of the report by the Chairman of the 
Trade Negotiations Committee (TNC) and agrees to take action as follows: 


a. Agriculture: the General Council adopts the framework set out in 
Annex Ato this document. 


b. Cotton: the General Council reaffirms the importance of the 
Sectoral Initiative on Cotton and takes note of the parameters set out in 
Annex A within which the trade-related aspects of this issue will be 
pursued in the agriculture negotiations. The General Council also 
attaches importance to the development aspects of the Cotton Initiative 
and wishes to stress the complementarity between the trade and 
development aspects. The Council takes note of the recent Workshop on 
Cotton in Cotonou on 23-24 March 2004 organised by the WTO 
Secretariat, and other bilateral and multilateral efforts to make 
progress on the development assistance aspects and instructs the 
Secretariat to continue to work with the development community and 
to provide the Council with periodic reports on relevant developments. 


Members should work on related issues of development multilaterally 
with the international financial institutions, continue their bilateral 
programmes, and all developed countries are urged to participate. In 
this regard, the General Council instructs the Director General to 
consult with the relevant international organisations, including the 
Bretton Woods Institutions, the Food and Agriculture Organisation 
and the International Trade Centre to direct effectively existing 
programmes and any additional resources towards development of the 
economies where cotton has vital importance. 


c. Non-agricultural Market Access: the General Council adopts 
the framework set out in Annex B to this document. 


d. Development: 


Principles: development concerns form an integral part of the 
Doha Ministerial Declaration. The General Council rededicates 
and recommits Members to fulfilling the development dimension 
of the Doha Development Agenda, which places the needs and 
interests of developing and least-developed countries at the heart 
of the Doha Work Programme. The Council reiterates the 
important role that enhanced market access, balanced rules, and 
well targeted, sustainable financed technical assistance and 
capacity building programmes can play in the economic 
development of these countries. 


Special and Differential Treatment: the General Council 
reaffirms that provisions for special and differential (S and D) 
treatment are an integral part of the WTO Agreements. The 
Council recalls Ministers’ decision in Doha to review all S and D 
treatment provisions with a view to strengthening them and 
making them more precise, effective and operational. The 
Council recognizes the progress that has been made so far. The 
Council instructs the Committee on Trade and Development in 
Special Session to expeditiously complete the review of all the 
outstanding Agreement-specific proposals and report to the 
General Council, with clear recommendations for a decision, by 
July 2005. The Council further instructs the Committee, within 
the parameters of the Doha mandate, to address all other 
outstanding work, including on the crosscutting issues, the 
monitoring mechanism and the incorporation of S and D 
treatment into the architecture of WTO rules, as referred to in 
TN/CTD/7 and report, as appropriate, to the General Council. 


The Council also instructs all WTO bodies to which proposals in 
Category II have been referred to expeditiously complete the 
consideration of these proposals and report to the General 
Council, with clear recommendations for a decision, as soon as 
possible and no later than July 2005. In doing so these bodies will 
ensure that, as far as possible, their meetings do not overlap so as 
to enable full and effective participation of developing countries 
in these discussions. 


Technical Assistance: the General Council recognizes the 
progress that has been made since the Doha Ministerial 
Conference in expanding Trade-Related Technical Assistance 


(TRTA) to developing countries and low-income countries in 
transition. In furthering this effort the Council affirms that such 
countries, and in particular least-developed countries, should be 
provided with enhanced TRTA and capacity building, to increase 
their effective participation in the negotiations, to facilitate their 
implementation of WTO rules, and to enable them to adjust and 
diversify their economies. In this context the Council welcomes 
and further encourages the improved co-ordination with other 
agencies, including under the Integrated Framework for TRTA 
for the LDCs (IF) and the Joint Integrated Technical Assistance 
Programme (JITAP). 


Implementation: concerning implementation-related issues, 
the General Council reaffirms the mandates Ministers gave in 
paragraph 12 of the Doha Ministerial Declaration and the Doha 
Decision on Implementation-Related Issues and Concerns, and 
renews Members’ determination to find appropriate solutions to 
outstanding issues. The Council instructs the Trade Negotiations 
Committee, negotiating bodies and other WTO bodies concerned 
to redouble their efforts to find appropriate solutions as a priority. 
Without prejudice to the positions of Members, the Council 
requests the Director-General to continue with his consultative 
process on all outstanding implementation issues under 
paragraph 12(b) of the Doha Ministerial Declaration, including 
on issues related to the extension of the protection of geographical 
indications provided for in Article 23 of the TRIPS Agreement to 
products other than wines and spirits, if need be by appointing 
Chairpersons of concerned WTO bodies as his friends and/or by 
holding dedicated consultations. The Director-General shall 
report to the TNC and the General Council no later than 
May 2005. The Council shall review progress and take any 
appropriate action no later than July 2005. 


Other Development Issues : in the ongoing market access 
negotiations, recognizing the fundamental principles of the WTO 
and relevant provisions of GATT 1994, special attention shall be 
given to the specific trade and development related needs and 
concerns of developing countries, including capacity constraints. 
These particular concerns of developing countries, including 
relating to food security, rural development, livelihood 
preferences, commodities and net food imports, as well as prior 
unilateral liberalisation, should be taken into consideration, as 


appropriate, in the course of the Agriculture and NAMA 
negotiations. The trade-related issues identified for the fuller 
integration of small, vulnerable economies into the multilateral 
trading system, should also be addressed, without creating a sub- 
category of Members, as part of a work programme, as mandated 
in paragraph 35 of the Doha Ministerial Declaration. 


Least-Developed Countries : the General Council reaffirms 
the commitments made at Doha concerning least-developed 
countries and renews its determination to fulfil these 
commitments. Members will continue to take due account of the 
concerns of least-developed countries in the negotiations. The 
Council confirms that nothing in this Decision shall detract in 
any way from the special provisions agreed by Members in 
respect of these countries. 


e. Services : the General Council takes note of the report to the 
TNC by the Special Session of the Council for Trade in Services! and 
reaffirms Members’ commitment to progress in this area of the 
negotiations in line with the Doha mandate. The Council adopts the 
recommendations agreed by the Special Session, set out in Annex C to 
this document, on the basis of which further progress in the services 
negotiations will be pursued. Revised offers should be tabled by 
May 2005. 


f. Other negotiating bodies: 


Rules, Trade and Environment and TRIPS: the General Council 
takes note of the reports to the TNC by the Negotiating Group on 
Rules and by the Special Sessions of the Committee on Trade and 
Environment and the TRIPS Council2. The Council reaffirms 
Members’ commitment to progress in all of these areas of the 
negotiations in line with the Doha mandates. 


Dispute Settlement: the General Council takes note of the report 
to the TNC by the Special Session of the Dispute Settlement Body? 
and reaffirms Members’ commitment to progress in this area of the 
negotiations in line with the Doha mandate. The Council adopts the 
T'NC’s recommendation that work in the Special Session should 


1 This report is contained in document TN/S/16. 


2 The reports to the TNC referenced in this paragraph are contained in the following 
documents: Negotiating Group on Rules - TN/RL/9; Special Session of the Committee on Trade and 
Environment - TN/TE/9; Special Session of the Council for TRIPS - TN/IP/10. 


3 This report is contained in document TN/DS/10. 


2. 


continue on the basis set out by the Chairman of that body in his 
report to the TNC. 


g. Trade Facilitation: taking note of the work done on trade 
facilitation by the Council for Trade in Goods under the mandate in 
paragraph 27 of the Doha Ministerial Declaration and the work carried 
out under the auspices of the General Council both prior to the Fifth 
Ministerial Conference and after its conclusion, the General Council 
decides by explicit consensus to commence negotiations on the basis of 
the modalities set out in Annex D to this document. 


Relationship between Trade and Investment, Interaction 
between Trade and Competition Policy and Transparency in 
Government Procurement: the Council agrees that these issues, 
mentioned in the Doha Ministerial Declaration in paragraphs 20-22, 
23-25 and 26 respectively, will not form part of the Work Programme set 
out in that Declaration and therefore no work towards negotiations on 
any of these issues will take place within the WTO during the 
Doha Round. 


h. Other elements of the Work Programme: the General Council 
reaffirms the high priority Ministers at Doha gave to those elements of 
the Work Programme, which do not involve negotiations. Noting that a 
number of these issues are of particular interest to developing country 
Members, the Council emphasises its commitment to fulfil the mandates 
given by Ministers in all these areas. To this end, the General Council 
and other relevant bodies shall report in line with their Doha mandates 
to the Sixth Session of the Ministerial Conference. The moratoria 
covered by paragraph 11.1 of the Doha Ministerial Decision on 
Implementation-related Issues and Concerns and paragraph 34 of the 
Doha Ministerial Declaration are extended up to the Sixth Ministerial 
Conference. 


The General Council agrees that this Decision and its Annexes shall 


not be used in any dispute settlement proceeding under the DSU and shall 
not be used for interpreting the existing WTO Agreements. 


sot 


The General Council calls on all Members to redouble their efforts 


towards the conclusion of a balanced overall outcome of the Doha 
Development Agenda in fulfilment of the commitments Ministers took at 
Doha. The Council agrees to continue the negotiations launched at Doha 
beyond the timeframe set out in paragraph 45 of the Doha Declaration. 
leading to the Sixth Session of the Ministerial Conference. Recalling its 
decision of 21 October 2003 to accept the generous offer of the Government 


of Hong Kong, China to host the Sixth Session, the Council further agrees 
that this Session will be held in December 2005. 


Annexure 2 
Framework for Establishing Modalities in Agriculture 


1. The starting point for the current phase of the agriculture negotiations 
has been the mandate set out in Paragraph 13 of the Doha Ministerial 
Declaration. This in turn built on the long-term objective of the Agreement 
on Agriculture to establish a fair and market-oriented trading system 
through a programme of fundamental reform. The elements below offer the 
additional precision required at this stage of the negotiations and thus the 
basis for the negotiations of full modalities in the next phase. The level of 
ambition set by the Doha mandate will continue to be the basis for the 
negotiations on agriculture. 


2. The final balance will be found only at the conclusion of these 
subsequent negotiations and within the Single Undertaking. To achieve 
this balance, the modalities to be developed will need to incorporate 
operationally effective and meaningful provisions for special and 
differential treatment for developing country Members. Agriculture is of 
critical importance to the economic development of developing country 
Members and they must be able to pursue agricultural policies that are 
supportive of their development goals, poverty reduction strategies, food 
security and livelihood concerns. Non-trade concerns, as referred to in 
Paragraph 13 of the Doha Declaration, will be taken into account. 


3. The reforms in all three pillars form an interconnected whole and must 
be approached in a balanced and equitable manner. 


4. The General Council recognizes the importance of cotton for a certain 
number of countries and its vital importance for developing countries, 
especially LDCs. It will be addressed ambitiously, expeditiously, and 
specifically, within the agriculture negotiations. The provisions of this 
framework provide a basis for this approach, as does the sectoral initiative 
on cotton. The Special Session of the Committee on Agriculture shall 
ensure appropriate prioritisation of the cotton issue independently from 
other sectoral initiatives. A subcommittee on cotton will meet periodically 
and report to the Special Session of the Committee on Agriculture to review 
progress. Work shall encompass all trade-distorting policies affecting the 
sector in all three pillars of market access, domestic support, and export 
competition, as specified in the Doha text and this Framework text. 


5. Coherence between trade and development aspects of the cotton issu 
will be pursued as set out in paragraph 1.b of the text to which thi 
Framework is annexed. 


DOMESTIC SUPPORT 


6. The Doha Ministerial Declaration calls for "substantial reductions i1 
trade-distorting domestic support’. With a view to achieving thes 
substantial reductions, the negotiations in this pillar will ensure th: 
following: 


% Special and differential treatment remains an integral componen 
of domestic support. Modalities to be developed will include longe: 
implementation periods and lower reduction coefficients for al 
types of trade-distorting domestic support and continued access t« 
the provisions under Article 6.2. 


% There will be a strong element of harmonisation in the reductions 
made by developed Members. Specifically, higher levels o: 
permitted trade-distorting domestic support will be subject tc 
deeper cuts. 


3% Kach such Member will make a substantial reduction in the overal! 
level ofits trade-distorting support from bound levels. 


% As well as this overall commitment, Final Bound Total AMS and 
permitted de minimis levels will be subject to substantial 
reductions and, in the case of the Blue Box, will be capped as 
specified in paragraph 15 in order to ensure results that are 
coherent with the long-term reform objective. Any clarification or 
development of rules and conditions to govern trade-distorting 
support will take this into account. 


Overall Reduction: A Tiered Formula 


7. The overall base level of all trade-distorting domestic support, as 
measured by the Final Bound Total AMS plus permitted de minimis level 
and the level agreed in paragraph 8 below for Blue Box payments, will be 
reduced according to a tiered formula. Under this formula, Members having 
higher levels of trade-distorting domestic support will make greater overall 
reductions in order to achieve a harmonising result. As the first instalment 
of the overall cut, in the first year and throughout the implementation 
period, the sum of all trade-distorting support will not exceed 80 per cent 0! 
the sum of Final Bound Total AMS plus permitted de minimis plus the Blue 
Box at the level determined in paragraph 15. 


8. The following parameters will guide the further negotiation of this 
tiered formula: 


* This commitment will apply as a minimum overall commitment. It 
will not be applied as a ceiling on reductions of overall trade- 
distorting domestic support, should the separate and 
complementary formulae to be developed for Total AMS, 
de minimis and Blue Box payments imply, when taken together, a 
deeper cut in overall trade-distorting domestic support for an 
individual Member. 


* The base for measuring the Blue Box component will be the higher 
of existing Blue Box payments during a recent representative 
period to be agreed and the cap established in paragraph 15 below. 


Final Bound Total AMS: A Tiered Formula 
9. ‘Toachieve reductions with a harmonising effect: 


% Final Bound Total AMS will be reduced substantially, using a tiered 
approach. 7 


% Members having higher Total AMS will make greater reductions. 


% To prevent circumvention of the objective of the Agreement through 
transfers of unchanged domestic support between different support 
categories, product-specific AMSs will be capped at their respective 
average levels according to a methodology to be agreed. 


% Substantial reductions in Final Bound Total AMS will result in 
reductions of some product-specific support. 


10. Members may make greater than formula reductions in order to 
achieve the required level of cut in overall trade-distorting domestic 
support. 


De Minimis 
11. Reductions in de minimis will be negotiated taking into account the 
principle of special and differential treatment. Developing countries that 


allocate almost all de minimis support for subsistence and resource-poor 
farmers will be exempt. 


12. Members may make greater than formula reductions in order to 
achieve the required level of cut in overall trade-distorting domestic 
support. 


Blue Box 


13. Members recognize the role of the Blue Box in promoting agricultur 
reforms. In this light, Article 6.5 will be reviewed so that Members may ha 
recourse to the following measures: 


% Direct payments under production-limiting programmes if: 


such payments are based on fixed and unchanging areas a1 
yields; or 


such payments are made on 85 per cent or less of a fixed a1 
unchanging base level of production; or 


livestock payments are made on a fixed and unchangi1 
number of head. 


Or 
% Direct payments that do not require production if: 


such payments are based on fixed and unchanging bases ar 
yields; or 


livestock payments made on a fixed and unchanging number. 
head; and 


such payments are made on 85 per cent or less of a fixed an 
unchanging base level of production. 


14. The above criteria, along with additional criteria will be negotiate 
Any such criteria will ensure that Blue Box payments are less trac 
distorting than AMS measures, it being understood that: 


% Any new criteria would need to take account of the balance of WT 
rights and obligations. 


* Any new criteria to be agreed will not have the perverse effect « 
-undoing ongoing reforms. 


15. Blue Box support will not exceed 5 per cent of a Member’s average tot 
value of agricultural production during an historical period. The historic: 
period will be established in the negotiations. This ceiling will apply to an 
actual or potential Blue Box user from the beginning of the implementatio 
period. In cases where a Member has placed an exceptionally larg 
percentage of its trade-distorting support in the Blue Box, some flexibili 
will be provided on a basis to be agreed to ensure that such a Member isn 
called upon to make a wholly disproportionate cut. 


Green Box 


16. Green Box criteria will be reviewed and clarified with a view to 
ensuring that Green Box measures have no, or at most minimal, trade- 
distorting effects or effects on production. Such a review and clarification 
will need to ensure that the basic concepts, principles and effectiveness of 
the Green Box remain and take due account of non-trade concerns. The 
improved obligations for monitoring and surveillance of all new disciplines 
foreshadowed in paragraph 48 below will be particularly important with 
respect to the Green Box. 


EXPORT COMPETITION 


17. The Doha Ministerial Declaration calls for "reduction of, with a view to 
phasing out, all forms of export subsidies". As an outcome of the 
negotiations, Members agree to establish detailed modalities ensuring the 
parallel elimination of all forms of export subsidies and disciplines on all 
export measures with equivalent effect by a credible end date. 


End Point 
18. The following will be eliminated by the end date to be agreed: 
% Export subsidies as scheduled. 


% Export credits, export credit guarantees or insurance programmes 
with repayment periods beyond 180 days. 


%* Terms and conditions relating to export credits, export credit 
guarantees or insurance programmes with repayment periods of 
180 days and below which are not in accordance with disciplines to 
be agreed. These disciplines will cover, inter alia, payment of 
interest, minimum interest rates, minimum premium 
requirements, and other elements, which can constitute subsidies 
or otherwise distort trade. 


* ‘Trade distorting practices with respect to exporting STEs including 
eliminating export subsidies provided to or by them, government 
financing, and the underwriting of losses. The issue of the future 
use of monopoly powers will be subject to further negotiation. 


* Provision of food aid that is not in conformity with operationally 
effective disciplines to be agreed. The objective of such disciplines 
will be to prevent commercial displacement. The role of 
international organisations as regards the provision of food aid by 
Members, including related humanitarian and developmental 
issues, would be addressed in the negotiations. The question of 


providing food aid exclusively in fully grant form will also- 
addressed in the negotiations. 


19. Effective transparency provisions for paragraph 18 will be establishe 
Such. provisions, in accordance with standard WTO practice, will | 
consistent with commercial confidentiality considerations. 


Implementation 


20. Commitments and disciplines in paragraph 18 will be implement 
according to a schedule and modalities to be agreed. Commitments will | 
implemented by annual instalments. Their phasing will take into accow 
the need for some coherence with internal reform steps of Members. 


21. The negotiation of the elements in paragraph 18 and the 
implementation will ensure equivalent and parallel commitments | 
Members. | 


Special and Differential Treatment 


22. Developing country Members will benefit from longer implementatic 
periods for the phasing out of all forms of export subsidies. 


23. Developing countries will continue to benefit from special ar 
differential treatment under the provisions of Article 9.4 of the Agreeme} 
on Agriculture for a reasonable period, to be negotiated, after the phasir 
out of all forms of export subsidies and implementation of all disciplin 
identified above are completed. 


24. Members will ensure that the disciplines on export credits, expo 
credit guarantees or insurance programs to be agreed will mal 
appropriate provision for differential treatment in favour of least-develope 
and net food-importing developing countries as provided for in paragraph 
of the Decision on Measures Concerning the Possible Negative Effects of tl 
Reform Programme on Least-Developed and Net Food-Importir 
Developing Countries. Improved obligations for monitoring ar 
surveillance of all new disciplines as foreshadowed in paragraph 48 will | 
critically important in this regard. Provisions to be agreed in this respe 
must not undermine the commitments undertaken by Members under tl 
obligations in paragraph 18 above. 


25. STEs in developing country Members that enjoy special privileges 
preserve domestic consumer price stability and to ensure food security w 
receive special consideration for maintaining monopoly status. 


Special Circumstances 


26. In exceptional circumstances, which cannot be adequately covered 


food aid, commercial export credits or preferential international financing 
facilities, ad hoc temporary financing arrangements relating to exports to 
developing countries may be agreed by Members. Such agreements must 
not have the effect of undermining commitments undertaken by Members 
in paragraph 18 above, and will be based on criteria and consultation 
procedures to be established. 


MARKET ACCESS 


27. The Doha Ministerial Declaration calls for "substantial improvements 
in market access". Members also agreed that special and differential 
treatment for developing Members would be an integral part of all elements 
in the negotiations. 


The Single Approach: a Tiered Formula 


28. ‘To ensure that a single approach for developed and developing country 
Members meets all the objectives of the Doha mandate, tariff reductions 
will be made through a tiered formula that takes into account their different 
tariff structures. 


29. To ensure that such a formula will lead to substantial trade expansion, 
the following principles will guide its further negotiation: 


%* Tariff reductions will be made from bound rates. Substantial 
overall tariff reductions will be achieved as a final result from 
negotiations. 


# Kach Member (other than LDCs) will make a contribution. 
Operationally effective special and differential provisions for 
developing country Members will be an integral part of all 
elements. 


% Progressivity in tariff reductions will be achieved through deeper 
cuts in higher tariffs with flexibilities for sensitive products. 
Substantial improvements in market access will be achieved for all 
products. 


30. The number of bands, the thresholds for defining the bands and the 
type of tariff reduction in each band remain under negotiation. The role ofa 
tariff cap in a tiered formula with distinct treatment for sensitive products 
will be further evaluated. 


Sensitive Products 
Selection 


31. Without undermining the overall objective of the tiered approach, 


Members may designate an appropriate number, to be negotiated, of tari 
lines to be treated as sensitive, taking account of existing commitments fo 
these products. 


Treatment 
32. The principle of ‘substantial improvement’ will apply to each product. 


33. ‘Substantial improvement’ will be achieved through combinations o 
tariff quota commitments and tariff reductions applying to each product 
However, balance in this negotiation will be found only if the fina 
negotiated result also reflects the sensitivity of the product concerned. 


34. Some MFN-based tariff quota expansion will be required for all suck 
products. A base for such an expansion will be established, taking account o 
coherent and equitable criteria to be developed in the negotiations. In orde: 
not to undermine the objective of the tiered approach, for all such products 
MEN based tariff quota expansion will be provided under specific rules to be 
negotiated taking into account deviations from the tariff formula. | 


Other Elements 


35. Other elements that will give the flexibility required to reach a final 
balanced result include reduction or elimination of in-quota tariff rates, and 
_ operationally effective improvements in tariff quota administration fox 
| existing tariff quotas so as to enable Members, and particularly developing 
country Members, to fully benefit from the market access opportunities 
under tariff rate quotas. 


36. Tariffescalation will be addressed through a formula to be agreed. 
37. The issue of tariff simplification remains under negotiation. 


38. The question of the special agricultural safeguard (SSG) remains under 
negotiation. 


Special and differential treatment 


39. Having regard to their rural development, food security and/or 
livelihood security needs, special and differential treatment for developing 
countries will be an integral part of all elements of the negotiation, 
including the tariff reduction formula, the number and treatment of 
sensitive products, expansion of tariff rate quotas, and implementation 
period. 


40. Proportionality will be achieved by requiring lesser tariff reductio 
commitments or tariff quota expansion commitments from developin 
country Members. 


41. Developing country Members will have the flexibility to designate an 
appropriate number of products as Special Products, based on criteria of 
food security, livelihood security and rural development needs. These 
products will be eligible for more flexible treatment. The criteria and 
treatment of these products will be further specified during the negotiation 
phase and will recognize the fundamental importance of Special Products to 
developing countries. 


42. ASpecial Safeguard Mechanism (SSM) will be established for use by 
developing country Members. 


43. Full implementation of the long-standing commitment to achieve the 
fullest liberalisation of trade in tropical agricultural products and for 
products of particular importance to the diversification of production from 
the growing of illicit narcotic crops is overdue and will be addressed 
effectively in the market access negotiations. 


44. The importance of long-standing preferences is fully recognised. The 
issue of preference erosion will be addressed. For the further consideration 
in this regard, paragraph 16 and other relevant provisions of 
TN/AG/W/1/Rev.1 will be used as a reference. 


LEAST- DEVELOPED COUNTRIES 


45. Least-Developed Countries, which will have full access to all special 
and differential treatment provisions above, are not required to undertake 
reduction commitments. Developed Members, and developing country 
Members in a position to do so, should provide duty-free and quota-free 
market access for products originating from least-developed countries. 


46. Work on cotton under all the pillars will reflect the vital importance of 
this sector to certain LDC Members and we will work to achieve ambitious 
results expeditiously. 


RECENTLY ACCEDED MEMBERS 


47. The particular concerns of recently acceded Members will be effectively 
addressed through specific flexibility provisions. 


MONITORING AND SURVEILLANCE 


48. Article 18 of the Agreement on Agriculture will be amended with a view 
to enhancing monitoring so as to effectively ensure full transparency, 
including through timely and complete notifications with respect to the 
commitments in market access, domestic support and export competition. 
The particular concerns of developing countries in this regard will be 
addressed. 


1) 


OTHER ISSUES 


49. Issues of interest but not agreed: sectoral initiatives, differenti 
export taxes, Gls. 


00. Disciplines on export prohibitions and restrictions in Article 12.1 of th 
Agreement on Agriculture will be strengthened. 


Annexure 3 


_ 


ramework for oy hing Mod ali 


1s) This Teework one tis) initial ‘alembiis for fature work o 
modalities by the Negotiating Group on Market Access. Additiona 
negotiations are required to reach agreement on the specifics of some o 
these elements. These relate to the formula, the issues concerning the 
treatment of unbound tariffs in indent two of paragraph 5, the flexibilities 
for developing-country participants, the issue of participation in the 
sectorial tariff component and the preferences. In order to finalise the 
modalities, the Negotiating Group is instructed to address these issues 
expeditiously in a manner consistent with the mandate of paragraph 16 of 
the Doha Ministerial Declaration and the overall balance therein. 


2. We reaffirm that negotiations on market access for non-agricultural 
products shall aim to reduce or as appropriate eliminate tariffs, including 
the reduction or elimination of tariff peaks, high tariffs, and tariff 
escalation, as well as non-tariff barriers, in particular on products of export 
interest to developing countries. We also reaffirm the importance of special 
and differential treatment and less than full reciprocity in reduction 
commitments as integral parts of the modalities. 


3. We acknowledge the substantial work undertaken by the Negotiating 
Group on Market Access and the progress towards achieving an agreement 
on negotiating modalities. We take note of the constructive dialogue on the 
Chair’s Draft Elements of Modalities (TN/MA/W/35/Rev.1) and confirm our 
intention to use this document as a reference for the future work of the 
Negotiating Group. We instruct the Negotiating Group to continue its work, 
as mandated by paragraph 16 of the Doha Ministerial Declaration with its 
corresponding references to the relevant provisions of Article XXVIII bis of 
GATT 1994 and to the provisions cited in paragraph 50 of the Doha 
Ministerial Declaration, on the basis set out below. 


4. We recognize that a formula approach is key to reducing tariffs, and 
reducing or eliminating tariff peaks, high tariffs, and tariff escalation. We 


agree that the Negotiating Group should continue its work on a non-linear 
formula applied on a line-by-line basis which shall take fully into account 
the special needs and interests of developing and least-developed country 
participants, including through less than full reciprocity in reduction 
commitments. 


5. We further agree on the following elements regarding the formula: 


*# product coverage shall be comprehensive without a-priori 
exclusions; 


* tariff reductions or elimination shall commence from the bound 
rates after full implementation of current concessions; however, 
for unbound tariff lines, the basis for commencing the tariff 
reductions shall be two times the MFN applied rate in the 
base year; 


% the base year for MFN applied tariff rates shall be 2001 (applicable 
rates on 14 November); 


* credit shall be given for autonomous liberalisation by developing 
countries provided that the tariff lines were bound on an MEN basis 
in the WTO since the conclusion of the Uruguay Round; 


* all non - ad valorem duties shall be converted to ad valorem 
equivalents on the basis of a methodology to be determined and 
bound in ad valorem terms; 


# negotiations shall commence on the basis of the HS96 or HS2002 
nomenclature, with the results of the negotiations to be finalised in 
HS2002 nomenclature; 


- #  thereference period for import data shall be 1999-2001. 


6. We furthermore agree that, as an exception, participants with a binding 
coverage of non-agricultural tariff lines of less than 35 per cent would be 
exempt from making tariff reductions through the formula. Instead, we 
expect them to bind 100 per cent of non-agricultural tariff lines at an 
average level that does not exceed the overall average of bound tariffs for all 
developing countries after full implementation of current concessions. 


7. Werecognize that a sectorial tariff component, aiming at elimination or 
harmonisation is another key element to achieving the objectives of 
paragraph 16 of the Doha Ministerial Declaration with regard to the 
reduction or elimination of tariffs, in particular on products of export 
interest to developing countries. We recognize that participation by all 
participants will be important to that effect. We therefore instruct the 


73) 


Negotiating Group to pursue its discussions on such a component, with a 
view to defining product coverage, participation, and adequate provisions of 
flexibility for developing-country participants. 


8. We agree that developing-country participants shall have longer 
implementation periods for tariff reductions. In addition, they shall be 
given the following flexibility: 


a) applying less than formula cuts to up to 10 per cent of the tariff lines 
provided that the cuts are no less than half the formula cuts and 
that these tariff lines do not exceed 10 per cent of the total value of a 
Member’s imports; or 


b) keeping, as an exception, tariff lines unbound, or not applying 
formula cuts for up to 5 per cent of tariff lines provided they do not 
exceed 5 per cent of the total value of a Member’s imports. 


We furthermore agree that this flexibility could not be used to exclude entire 
HS Chapters. 


J. We agree that least-developed country participants shall not be 
required to apply the formula nor participate in the sectorial approach, 
however, as part of their contribution to this round of negotiations, they are 
expected to substantially increase their level of binding commitments. 


10. Furthermore, in recognition of the need to enhance the integration of 
least-developed countries into the multilateral trading system and support 
the diversification of their production and export base, we call upon 
developed-country participants and other participants who so decide, to 
grant on an autonomous basis duty-free and quota-free market access for 
non-agricultural products originating from least-developed countries. 


11. We recognize that newly acceded Members shall have recourse to 
special provisions for tariff reductions in order to take into account their 
extensive market access commitments undertaken as part of their 
accession and that staged tariff reductions are still being implemented in 
many cases. We instruct the Negotiating Group to further elaborate on 
such provisions. 


12. We agree that pending agreement on core modalities for tariffs, the 
possibilities of supplementary modalities such as zero-for-zero sector 
elimination, sectorial harmonisation, and request and offer, should be 
kept open. 


13. In addition, we ask developed-country participants and other 
participants who so decide to consider the elimination of low duties. 


14. We recognize that NTBs are an integral and equally important part of 
these negotiations and instruct participants to intensify their work on 
NTBs. In particular, we encourage all participants to make notifications on 
NTBs by 31 October 2004 and to proceed with identification, examination, 
categorisation, and ultimately negotiations on NTBs. We take note that the 
modalities for addressing NTBs in these negotiations could include 
request/offer, horizontal, or vertical approaches; and should fully take into 
account the principle of special and differential treatment for developing 
and least-developed country participants. 


15. We recognize that appropriate studies and capacity building measures 
shall be an integral part of the modalities to be agreed. We also recognize 
the work that has already been undertaken in these areas and ask 
participants to continue to identify such issues to improve participation in 
the negotiations. 


16. We recognize the challenges that may be faced by non-reciprocal 
preference beneficiary Members and those Members that are at present 
highly dependent on tariff revenue as a result of these negotiations on non- 
agricultural products. We instruct the Negotiating Group to take into 
consideration, in the course of its work, the particular needs that may arise 
for the Members concerned. 


17. We furthermore encourage the Negotiating Group to work closely with 
the Committee on Trade and Environment in Special Session with a view to 
addressing the issue of non-agricultural environmental goods covered in 
paragraph 31 (111) of the Doha Ministerial Declaration. 


mtlexure 4 


(a) Members who have not yet submitted their initial offers must do so as 
soon as possible. 


(b) A date for the submission of a round of revised offers should be 
established as soon as feasible. 


(c) With a view to providing effective market access to all Members and in 
order to ensure a substantive outcome, Members shall strive to ensure a 
high quality of offers, particularly in sectors and modes of supply of 
export interest to developing countries, with special attention to be 
given to least-developed countries. 


(d) Members shall aim to achieve progressively higher levels of 


(75) 


liberalisation with no a-priori exclusion of any service sector or mode of 
supply and shall give special attention to sectors and modes of supply of 
export interest to developing countries. Members note the interest of 
developing countries, as well as other Members, in Mode 4. 


(e) Members must intensify their efforts to conclude the negotiations on 
rule-making under GATS Articles V1I:4, X, XIII and XV in accordance 
with their respective mandates and deadlines. 


(f) Targeted technical assistance should be provided with a view to 
enabling developing countries to participate effectively in the 
negotiations. 


(g) For the purpose of the Sixth Ministerial meeting, the Special Session of 
the Council for Trade in Services shall review progress in these 
negotiations and provide a full report to the Trade Negotiations 
Committee, including possible recommendations. 


Annexure 5 
Modalities for Negotiations on Trade Facilitation — 


1. Negotiations shall aim to clarify and improve relevant aspects of 
Articles V, VIII and X of the GATT 1994 with a view to further expediting the 
movement, release and clearance of goods, including goods in transit’. 
Negotiations shall also aim at enhancing technical assistance and support 
for capacity building in this area. The negotiations shall further aim at 
provisions for effective co-operation between customs or any other 
appropriate authorities on trade facilitation and customs compliance 
issues. 


2. The results of the negotiations shall take fully into account the principle 
of special and differential treatment for developing and least-developed 
countries. Members recognize that this principle should extend beyond the 
granting of traditional transition periods for implementing commitments. 
In particular, the extent and the timing of entering into commitments shall 
be related to the implementation capacities of developing and least- 
developed Members. It is further agreed that those Members would not be 
obliged to undertake investments in infrastructure projects beyond their 
means. 


3. Least-developed country Members will only be required to undertake 
commitments to the extent consistent with their individual development, 


4 Itis understood that this is without prejudice to the possible format of the final result of the 
negotiations and would allow consideration of various forms of outcomes. 


financial and trade needs or their administrative and institutional 
capabilities. 


4. Asan integral part of the negotiations, Members shall seek to identify 
their trade facilitation needs and priorities, particularly those of developing 
and least-developed countries, and shall also address the concerns of 
developing and least-developed countries related to cost implications of 
proposed measures. 


5. Itis recognized that the provision of technical assistance and support 
for capacity building is vital for developing and least-developed countries to 
enable them to fully participate in and benefit from the negotiations. 
Members, in particular developed countries, therefore commit themselves 
to adequately ensure such support and assistance during the negotiations°. 


6. Support and assistance should also be provided to help developing and 
least-developed countries implement the commitments resulting from the 
negotiations, in accordance with their nature and scope. In this context, it 
is recognized that negotiations could lead to certain commitments whose 
implementation would require support for infrastructure development on 
the part of some Members. In these limited cases, developed-country 
Members will make every effort to ensure support and assistance directly 
related to the nature and scope of the commitments in order to allow 
implementation. It is understood, however, that in cases where required 
support and assistance for such infrastructure is not forthcoming, and 
where a developing or least-developed Member continues to lack the 
necessary capacity, implementation will not be required. While every effort 
will be made to ensure the necessary support and assistance, it is 
understood that the commitments by developed countries to provide such 
support are not open-ended. 


7. Members agree to review the effectiveness of the support and 
assistance provided and its ability to support the implementation of the 
results of the negotiations. 


8. In order to make technical assistance and capacity building more 
effective and operational and to ensure better coherence, Members shall 
invite relevant international organisations, including the IMF, OECD, 
UNCTAD, WTO and the World Bank to undertake a collaborative effort in 
this regard. 


9. Due accounts shall be taken of the relevant work of the WTO and other 
relevant international organisations in this area. 


5 In connection with this paragraph, Members note that paragraph 38 of the Doha Ministerial 
Declaration addresses relevant technical assistance and capacity building concerns of Members. 


7) 


10. Paragraphs 45-51 of the Doha Ministerial Declaration shall apply 
these negotiations. At its first meeting after the July session of the Gener 
Council, the Trade Negotiations Committee shall establish a Negotiati: 
Group on Trade Facilitation and appoint its Chair. The first meeting of tl 
Negotiating Group shall agree on a work plan and schedule of meetings. 


Annexure 6 
GLOSSARY 


Agreement on Agriculture. The Uruguay Round Agreement 
Agriculture (URAA) concluded in 1994 brought agricultural trade mo: 
fully under international trade rules and obligations. The Agreeme! 
provided for the conversion of non-tariff measures into ordinary custon 
duties, the establishment of tariff rate quotas (TRQs), reductions in expo: 
subsidies and trade-distorting domestic support, while having regard | 
non-trade concerns. 


The ‘Boxes’. Under the URAA domestic support is classified as: 


Green Box - domestic support that is deemed to be minimally trad 


distorting and that is excluded from reduction commitments under th 
URAA; 


Blue Box - direct payments, under ‘production-limiting’ programmes, a 
defined in article 6.5 of the URAA that are excluded from reductio 
commitments; and, 


Amber Box - which contains those domestic support measures other tha 
the measures classified as blue or green. The level of support correspondin 
to these measures (the aggregated measurement of support) had to b 
reduced under the URAA. 


Common Agricultural Policy (CAP). The set of legislation and practice 
adopted by the Member States of the European Union in order to provide 
common, unified policy on agriculture. The CAP is the most integrated 
the Community-wide policies implemented by the EU. It aims to ensur 
that agriculture can be maintained over the long term at the heart of a livin 
countryside. This means that the policy is targeted not just at agriculture 
producers but also at the wider rural population, consumers and societ 
as a whole. 


Common Market Organisations (CMOs). The CMOs are designed 
monitor the respective agricultural markets, with the aim of providi 
farmers with a steady income and consumers with secure food supplie 
They cover around 90 per cent of EU output. Various measures may be use 


to fulfill the objectives of the CMOs. These include: 


* Market intervention (by buying up surplus production, providing 
storage aid, setting prices to support the market); 


% Direct payments to farmers; 
%* Production quotas; and 


* ‘Trade measures (customs duties, tariff rate quotas (TRQs), export 
refunds). 


Cross-Compliance. Refers to the linking of direct farm aid payments to 
the respect of environmental requirements. 


De Minimis Rule. This is the rule whereby a WTO Member is not required 
to reduce:. 


% Product-specific domestic support where such support does not 
exceed 5 per cent of that member’s total value of production of a 
basic agricultural product; and 


% Non-product-specific domestic support where such support does 
not exceed 5 per cent of the value of that member’s total 
agricultural production. The corresponding figures for developing 
countries are 10 per cent. 


Dispute Settlement Body (DSB). The General Council of the World 
Trade Organisation (WTO), composed of all member countries, convenes as 
the Dispute Settlement Body to adjudicate disputes arising under various 
multilateral trade agreements. 


Dumping. A product is sold on an importing country’s market below the 
price at which it is sold on the producer’s domestic market. 


Everything But Arms (EBA). The EBA is a preferential arrangement 
applied under the EU’s GSP arrangements. EBA is designed to accord duty- 
free and quota-free access to the EU market for all products (except 
weapons and arms) from the 49 least developed countries (LDCs). 


EAGGF- European Agricultural Guidance and Guarantee Fund. 
The fund, which finances the EU Common Agricultural Policy. The EAGGF 
finances agriculture expenditure, measures linked to the environment, and 
structural and rural development measures. It now only accounts for 
around half of the Community budget, as compared to three quarters in the 
past, although this only represents around 0.5 per cent of the EU’s GDP. 


Export Competition. Covers all forms of government financial incentives 
or support for exported products (export subsidies, export refunds, export 


credits, tax breaks, differential pricing practices (operated by State-tradins 
enterprises) abuse of food aid, etc). However, under the application of the 
Agreement on Agriculture only export refunds are subject to control anc 
reduction. 


Generalised System of Preferences (GSP). The GSP, established by the 
United Nations Conference on Trade and Development, is a ‘generalisec 
system of preferences’ under which industrialised countries grant 
autonomous and non-reciprocal trade preferences to developing countries 
In order for developed countries to implement this system (in practice this is 
done by WTO members adopting their own individual GSPs), a waiver from 
the GATT rules is required. This was originally applicable for a period ot 
10 years from 1971 and has since been renewed for an indefinite period o! 
time. The EBA agreement is applied under the EUs GSP arrangements. In 
June 2001, the European Commission introduced a proposal to improve the 
EU’s GSP and increase the stability of GSP preferences. 142 countries 
currently benefit from GSP preferences. 


Most Favoured-Nation-Treatment (MFN). A basic principle of the 
General Agreement on Tariffs and Trade (GATT) under which customs 
duties and charges of any kind imposed on imports or exports, and all rules 
and formalities applying to them, together with any advantage, favour. 
privilege or immunity granted by a WTO member to any product originating 
in or destined for any other member, shall be accorded immediately and 
unconditionally to the like product originating in or destined for the 
territories of all other members. This treatment may be extended on an 
autonomous basis to non-members. This has been the case, for example 
for China. 


Multifunctionality. The complementary role played by agriculture in 
addition to producing food. It includes its contribution to sustainable 
development, the protection of the environment, the sustained vitality ot 
rural areas and poverty alleviation. 


Peace Clause. Until the end of 2003, Article 13 of the URAA (the so-called 
“peace clause’) protects domestic support measures (including measures 
classified in the green and blue boxes) as well as export subsidies fron: 
certain WTO dispute settlement actions. 


Precautionary Principle. This is a decision tool, which may be used ir 
the management of risk. In January 2000, the Commission adopted 

communication on the precautionary principle where it is restated that th 
Community, like all other WTO members, has the right to establish the leve 
of protection that it deems appropriate. The precautionary principle cover 


cases where scientific evidence is insufficient, inconclusive or uncertain and 
preliminary scientific evaluation indicates that there are reasonable 
grounds for concern that the potentially dangerous effects on the 
environment, human, animal or plant health may be inconsistent with the 
level of protection chosen by a particular country. 


Rural Development. Is a policy approach that seeks to maintain the 
vitality of the countryside through a balanced development of rural areas. 
Agriculture has an important role to play, particularly regarding the 
landscape and employment. 


Special Safeguard Clause. Refers to article 5 of the URAA, which 
authorises WTO members, when their trade situation justifies such action, 
to apply additional duties in order to prevent sudden or unpredictable 
surges in imports or sharp reductions in import prices. 


Sanitary and Phyto-Sanitary (SPS) Measures and Agreement. 
Measures to protect humans, animals, and plants from diseases, pests or 
contaminants. The Final Act of the Uruguay Round contains the 
“Agreement on the Application of Sanitary and Phyto-Sanitary Measures": 
_It applies to all SPS measures that may have a direct or indirect impact on 
international trade. 


Subsidies. A direct or indirect benefit granted by a government for the 
production or distribution of a good or to supplement other services (see also 
the paragraph on export competition). 


Special and Differential Treatment. Provisions allowing developing 
countries to benefit from exceptions or special treatment. This includes 
receiving preferential access to developed country markets without having 
to provide a similar access to their own markets, and flexibility in the 
application of domestic support measures. 


Sustainability. Development that meets the needs of the present without 
compromising the ability of future generations to meet their own needs (as 
defined by the Community’s 5th Environmental Action Programme). 


Uruguay Round. The 8th round of multilateral trade negotiations known 
as the Uruguay Round, conducted within the framework of the GATT, was 
launched in Punta del Este, Uruguay, in 1986, and finalised in December 
1993. Formal conclusion took place in Marrakesh in April 1994, with the 
signature of the Final Act of the Uruguay Round, which adopted a number of 
individual Agreements and Decisions, including the URAA, as well as 
setting up the WTO. 
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Dalit Manavadhikar Kendra 
(Centre for Dalit Human Rights) 

56, Vishnu Garden Colony, Near Sitabari, 
Sanganer, Tonk Road, Jaipur-302011. 


Development Co-ordination Network 
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243648 


91-1430-235565 
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91-7432-234420 
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SATELLITE INSTITUTIONS OF CECOEDECON 


Public Advocacy Initiatives for Rights and Values in India 
(PATRVI) 


PAIRVI is an independent advocacy support non-profit organisation, 
which aims to work towards facilitating positive social change 
through non-violent means, informing both the public and those who 
frame public policy. In addition, it seeks to support collaborative 
efforts between individuals and organisations committed to 
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RGF 7 — 
SWARAJ was born out of a strong conviction on the part of 
CECOEDECON to share and disseminate the practical and 
theoretical knowledge it has acquired over 20 years of experience in 
human and community development. SWARAJ bears the 
responsibility of translating CECOEDECON’s expertise and 
experience into customised and tailor-made Certificate, Diploma 
courses and Training programs for Development Practitioners and 
Civil Society Actors. 
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